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IN connection with the announcement 
of the failure of the Capital National 
Bank of Lincoln, Neb., in which the 
state treasurer had on deposit $250,- 
coo belonging to the state, comes the 
dispatch that the Nebraska House of 
Representatives has passed a resolution 
providing for an investigation of the af- 
fairs of the bank by a committee. This 
at once suggests the question whether 
the state legislature has any power to 
examine into the affairs of the bank. 
Section 5241 of the United States Re- 
vised Statutes provides: 


“No association shall be subject to any visitorial 
powers other than such as are authorized by this title, 
or are vested in the courts of justice.” 


The only visitorial powers authorized 
by the national bank act are those vested 
in comptroller and national bank exam- 
iners, and an authority in section 5210 
to officers authorized to assess taxes un- 
der state authority to inspect the list of 


New York, FEBRUARY 1, 1893. No. 3. 


shareholders during business hours. 
Aside from this, there is a direct pro- 
hibition, (excepting the powers of courts 
of justice) of other visitation which 
would apply, it seems to us, not only to 
investigation of a going, but of a failed 
bank, and constitute a barrier to any 
legislative probe sought to be introduced. 
under this statute, the production of the 
books, papers and accounts of the bank 
could not be compelled, for examination 
by a legislative committee. Whether, 
and how far, the president, or other 
official, individually summoned, and 
plied with questions designed to show 
the character of business done and the 
causes underlying the failure, could be 
compelled to testify, in view of the con- 
gressional enactment, are interesting 
questions. 

National banks are often favorite depos- 
itories for state, county and other gov- 
ernment funds, and being so entrusted, 
the impression doubtless arises that the 
state has some right of inquiry into their 
affairs. But the national government 
reserves to itself the general supervision 
of the national banking institutions, and 
the sound policy of a single, as distin 
guished from a divided, supervision, is 
obvious. 


Tue Credit Review of Chicago for Jan- 
uary has an article by John M. Batche- 
lor upon ‘‘A Vitally Important Matter 
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for Financiers, Bankers and the People 
to Comprehend;” the gist of which is 
that the statement upon the treasury 
notes of 1890, that they are legal tender 
for all dues, public and private, except 
when otherwise specified in the contract 
has led the financial classes ‘‘to suppose 
that bonds may be issued in this coun- 
try as well as mortgages and other forms 
of indebtedness under the specified con- 
tract of being payable in gold coin,” 
when, in fact, under existing decisions 
and statutes, which are cited, the spe- 
cific payment of gold upon gold obliga- 
tions cannot be enforced or compelled. 
This judicial and statutory information 
which the writer has unearthed greatly 
alters, he states, ‘‘ the character of the 
millions upon millions of bonded indebt- 
edness that is now the fashion among 
our railways and larger industrial or- 
ganizations to create, payable in gold 
coin.’’ The writer expresses his grati- 
fication that the country is saved from 
the dangers which would be upon us, 
could specific performance of gold pay- 
ments be compelled, and he hints that 
the exception clause upon the treasury 
notes was the result of a conspiracy to 
create the impression, contrary to the 
fact, that payment in gold could be en- 
forced, 

Of course, this is all written under a 
misapprehension and is misleading. It 
is only recently that we published a 
reference to the decisions of the supreme 
court of the United States which settled 
the question in favor of the right of the 
holder of an obligation payable in gold, 
to enforce the instrument according to 
its terms. Before these decisions, the 
courts in various states were divided in 
opinion and decision upon the question. 
The writer of the article in the Credit 
Review has stumbled over some of the 
earlier state decisions to the effect that 
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a greenback tender was good upon a 
specie contract, rendered before the 
subject was settled by the national su- 
preme court, and looking no further, 
has naturally accepted the conclusion 
that they proclaim the existing law upon 
the subject. The only statute he cites 
is section 3580 of the United States Re- 
vised Statutes, which make United 
States notes a legal tender; but under 
the decision of the supreme court of the 
United States, they are not a legal ten- 
der when the contract calls for a specific 
kind of legal tender, such as gold. The 
national court recognizes the right of 
parties to discriminate between different 
kinds of lawful, legal tender money, and 
to contract for payment of a particular 
kind. 

Our friend of the Credit Review should 
read the decisions of the supreme court 
upon this question, and then publish a 
correction. 


Tuat indefatigable worker, Congress- 
man Harter, has issued a circular letter 
from Washington calling upon railway 
men, as aclass most vitally interested, 
to unite in urging the immediate stop- 
page of silver purchases. ‘* Nosingle in- 
terest,” says Mr, Harter, ‘‘ has somuch 
at stake. The tendency of railway rates 
—naturally through competition and 
artificially by legislation—is constantly 
downward. There is no reason to doubt 
that the average fare for passengers and 
the charges for freight will be somewhat 
lower in each succeeding year. Permit 
the nation to drop to a silver standard; 
let that be either 40, 50, or 60 cents, as 
compared with our present standard of 
100 cents, and what will be the result? 

Railway incomes will not be increased, 
while, in the end, expenses will run up 
from 50 per cent. to 100 per cent. Take 
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an instance: The New York Central and 
Hudson River Railroad Company had 
gross operating expenses for the year 
ending June 30, 1891, amounting to 66.94 
per cent. of its total earnings; add 50 
per cent. to these expenses, and even 
this great railway would not have a 
farthing left from which to pay either 
interest or dividends, and its capital 
and debt, now worth in home and for- 
eign markets over $160,000,000 in gold, 
would sink to the value of Continental 
money.” 

Further, Mr. Harter says: ‘‘It should 
not be overlooked that a large portion 
of the bonded debt of American rail- 
ways is payable in gold. Now, if their 
receipts were in silver and you grant that 
any net earnings applicable to the pay- 
ment of interest were made, gold would 
have to be bought, and, even if silver 
maintained the altogether improbable 
value of 6673 cents on-the dollar, it 


would take $3 of net earnings to pay as 
much interest or principal as $2 now 


pay 
These considerations, 


the congress 
be sufficient to 
cause every person interested in rail- 
roads, stockholders, bondholders, em- 
ployees, from the cross-tie and gravel- 
pit to the presidency, freight shippers 
and every business man located along 
the line of a railroad, to urge upon the 
national legislators by petition or other- 
wise, the necessity for an immediate 


man thinks, should 


cessation of silver purchases. 


Ir is a matter of considerable interest 
to banks to know when the proceeds of 
a collection in the hands of an insolvent 
bank can be treated as a trust fund and 
recovered in full from the assets of the 
bank, and when the owner must share 
as a general creditor in the insolvent 


estate. A Michigan case in this number 
involves this question, and in the next 
JourNnaL, a Nebraska case upon the 
same subject will be published, with ex- 
planatory editorial comment. 


ComprTrroLLterR Hepsurn has prepared 
blanks and the necessary orders for re- 
quiring a statement in every report by 
a national bank, of the amounts dueor 
to become due tothe bank from its pres- 
ident, vice-president, directors, cashier, 
or any of its employees or agents, as 
principals, indorsers or otherwise. 

The information thus called for will 
prove valuable in showing the extent to 
which loans to directors and officers are 
now made by the national institutions, 
and the extent of their indirect or con- 
tingent liabilities as sureties or guaran- 
tors of principal borrowers. 

The principal restriction upon loans 
and discounts by national banks under 
the existing law, is the limitation of the 
liability of any person or company to 
one-tenth of the paid capital. No dis- 
tinction is made between officers and 
directors, as borrowers, and the general 
public. While in some banking systems, * 


_loans to directors and officers are re- 


stricted to a certain amount, the nation- 
al bank act makes no regulation in this 
respect, but so far as the law is con- 
cerned, these officials stand on the same 
footing with all other borrowers. Comp- 


* For instance, the act of 1376 for the incorporation 
of banking companies in Pennsylvania, provides: ‘No 
director of any corporation under this act shall re- 
ceive as a loan from such corporation an amoun 
greater than ten per centum of the capital stock actu- 
ally paidin ; and the gross amount loaned to all the 
officers and directors of such corporations, and to the 
houses or firms in which they may be interested, di- 
rectly or indirectly, shall not exceed. at any time the 
sum of twenty-five per centum of the capital stock 
paid in.”’ 
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troller Lacey in his report for 1891, com- 
mented on this fact, and, tracing the 
causes of the bank failures during the 
current year, said: ‘‘In almost every in- 
stance, an investigation of the affairs of 
an insolvent bank discloses the fact that 
the officers and directors have too freely 
used the funds of the association for 
their own purposes, either in a lawful 
or unlawful manner. The facility with 
which the active officers of a bank may 
borrow its funds seems to make it neces- 
sary that some added restriction should 
be placed upon transactions of this 
kind.” 

Comptroller Lacey recommended that 
**the active officers of a bank be ex- 
cluded from incurring liabilities to the 
association with which they are con- 
nected, and that the direct and indirect 
liabilities of a director be confined to 
twenty per cent. of the paid-up capital, 
leaving the limitations contained in sec- 
tion 5200 United States Revised Statutes 
intact.” 

The present congress took some action 
in this matter at its first session which 
it may be of sufficient interest to state, 
although no measure upon the subject 
ultimately passed both houses. In the 
House, on February roth, 1892, a sub- 
stitute fora bill originally introduced 
by Mr. Harter ‘‘for the better control 
of and to promote the safety of the ni- 
tional banks,” was favurably reported 
by the committee on banking and cur- 


rency. The bill provided in substance: 


1. That no bank should make any loan to any 
officer or employee (enumerating from president 
down,) until the applicant submit a detailed 
proposition in writing therefor, to the board of 
directors, or executive committee, and the ap- 
plication be approved. The applicant not to be 
present. A full record of the proceedings was 
required. Overdrafts by those enumerated 
were prohibited. 


2. A penalty provided for violation of the pre- 
ceding section. 

3. In each report by national bank to comp- 
troller, the addition of a schedule was required, 
showing the amounts of debts due, and to be- 
come due, by directors, president, or other per- 
sons in the bank’s employ, as principals, in- 
dorsers, sureties, guarantors or otherwise. 
This information to constitute a separate item, 
as also the amount of all debts to the associa- 
tion due and unpaid. This information, how- 
ever, not required to be published in the news- 
papers. 


This measure, it will be observed, 
contains no prohibition of loans to di- 
rectors or officers (except when in form 
of overdrafts) and no restriction upon 
their amount. Its design was rather to 
prevent secret loans, by requiring full 
record, and report to comptroller. In 
the judgment of the committee it was not 
thought wise ‘‘ to enact at this time an 
absolute prohibition upon the use of the 
funds of the bank by the directors and 


officers, after the giving of proper se- 


curity. * * * But it having become 
apparent that banks have been wrecked 
by the improper acts of their directors, 
taking the shape of loans, investigation 
made showed that in almost every in- 
stance, these loans were secretly ob- 
tained; no record of them was made 
upon the books of the bank; they were 
covered up in one way or another, and 
the directors of the banks and those 
who might examine its books, unless 
they actually handled the paper itself, 
would not discover that while the loans 
were standing in the names of other 
people, they were practically loans to 
the officers of the bank.” + 

The committee therefore recommend- 
ed, by this measure, that no employe or 
active officer of the bank should borrow 
a dollar until the proposition should be 





+From statement of Mr. Bacon, Chairman, 
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submitted to the board, voted upon, and 
a record of the vote entered upon the 
minute book. This information, there- 
fore, would be open to all the stock- 
holders in the minute book; and would 
be furnished in the reports to the comp- 
troller of the currency. It would not, 
however, be included in the published 
reports in the newspapers, as the publi- 
cation to the world, of information of 
the extent to which officers and directors 
were borrowing, although legitimately, 
might injure their business credit. 

This bill passed the House. When it 
went to the Senate, certain amendments, 
in the shape of new sections, were 
tacked on, allowing national banks to 
issue circulation to par of bonds depos- 
ited, and prescribing for bonds of bank 
officers. These amendments were non- 
concurred in by the House, and a com- 
mittee of conference was appointed, 
This is far as the measure has pro- 
gressed. 

The information now called for by 
Comptroller Hepburn is in line with 
that provided for in the third section of 


the proposed bill. The enactment of 
this measure, however, is not necessary 
to the obtaining of this information by 
the comptroller for, under existing law, 
he has power to require reports from 
the banks in such form as he sees fit. 

Comptroller Hepburn’s views upon 
the subject of loans to directors and 
officers may be gathered from the fol 
lowing statement in his report for 
1892. 

‘‘There is no reason why a director 
should not borrow money of his bank 
upon the same terms and conditions 
that other patrons are accommodated. 
There is every reason why he should not 
take advantage of his position to secure 
better rates or greater accommodations 
than his bank equities entitle him to. 
Officers of a bank should not be allowed 
to borrow money by overdrawing their 
accounts, by putting tickets in the cash, 
or by discounting their business paper, 
or in any way except by application to 
the board of directors; and a law regu- 
lating such loans would be a wise enact- 
ment.” 


— =. DSTORE So a 
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ATTACHMENTS AGAINST NATIONAL BANKS. 





\ HEN a national bank becomes in- 

solvent, or when it becomes in- 
volved in difficulties with a creditor, 
although solvent, is it possible in any 
case for the latter to resort to attach- 
ment proceedings and seize the funds of 
the bank, at home or abroad, to secure 
his claim? There seems to be consider- 
abie misapprehension upon this subject 
in many minds. The topic has been 
suggested for discussion by a recent oc- 
currence in New York city, where the 
funds of a solvent out-of-town national 
bank in the hands of its New York cor- 
respondent were attached by a creditor, 
and its subsequently presented drafts 
refused payment. Conversation among 
bank officials upon this occurrence, dis- 
closed in many instances the opinion 
that there was no reason why an attach- 
ment could not be so levied upon the 
funds of a foreign national bank, equally 
as upon the property of any other non- 
resident or foreign corporation. And 
yet, there is a provision of congress and 
a plain ruling of the national supreme 
court thereunder that in no case can an 
attachment be had against a national 
bank, whether solvent or insolvent. This 
exemption of national banks from at- 
tachment laws is doubtless familiar to 
many readers. To many others, prob- 
ably, the subject is more or less obscure, 
owing doubtless to the infrequency of 
occasion in which national banks become 
involved, and questions of attaching 
their funds, and the power so to do, are 
inquired into. Familiarity with this 
subject is important, not only to credit- 
ors of national banks, but also to their 
correspondents who, refusing payment 


of their drafts because of an attachment 
which cannot lawfully issue, may lay 
themselves open to a claim for damages 
based on the wrongful refusal to pay, 
and resultant injury to the bank’s credit. 

To briefly review the subject. 

Section 5242 of the Revised Statutes 
of the United States contains this pro- 
vision: 

“No attachment, injunction or execution shall be 
issued against such association or its property before 


final judgment in any suit, action or proceeding, in 
any state, county or municipal court.” . 


The original national bank act con- 
tained nothing of this kind, but the pro- 
hibition first appeared in the act of 
March 3, 1873. 

In cases arising before this enactment 
and therefore not subject to its pro- 
visions, though decided after 1873, 
where attachments had been granted 
against the property of national banks, 
and receivers had been subsequently ap- 
pointed, the national supreme court an- 
nounced the doctrine that the attachment 
would not hold good as against the re- 
ceiver.| The provisions of the national 
bank act were intended to secure equal- 
ity among the general creditors of an 
insolvent national bank. This design 
would be defeated if a preference in the 
application of the assets could be ob- 
tained by adversary proceedings. The 
priority of the United States and the 
ratable distribution among the general 
creditors, so studiously provided for in 
the act, would in that case be lost. If 
preference was left to the race of dili- 





+ National Bank v. Colby, 21 Wall. 609; Harvey v. 
Allen, 16 Blatchf. 20. 
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gence, creditors living remote from the 
location of the bank would always be 
distanced in the contest, and the equality 
promised to them by the act would be 
a mere mockery. 

The act of 1873, above cited, forbid- 
ding attachments, was intended as an 
aid to the enforcement of the principle 
of equality among the creditors of an 
insolvent bank. Up to the year 1888, 
the statute was regarded as having no 
application to, or imposing no prohib- 
ition upon, attachments against solvent 
national banks. The construction of 
the statute, as maintained up to that 
time, was to the effect that an attach- 
ment might be issued, provided no act 
of insolvency or bankruptcy had been 
committed by the bank, if done without 
any knowledge or suspicion of the con- 
templation of insolvency and without 
any effort to get possession of the prop- 
erty of the bank otherwise than under 
the laws of the state. ‘‘ The prohibition 
to the issuing of an attachment before 
final judgment, was limited to cases 
only where there had been an act of in- 
solvency or contemplation thereof, made 
with a view to prevent the application 
of the assets in the manner pescribed by 
the federal statutes. { 

But in 1888, the supreme court of the 
United States in Butler v. Mixter,§ a 
suit arising out of an attachment against 
the Pacific National Bank of Boston, 
settled the question in favor of the total 
exemption of national banks, whether 
solvent or insolvent, from attachment 


proceedings. Referring to the prohibit- - 


ory clause we have cited, the court says: 


“It stands now, as it did originally,as the paramount 
law of the land that attachments shall not issue from 
state courts against national banks, and writes into all 





+Macomber J., in Bank of Montreal v. F:delity Nat. 
Bank, 1 N. Y. Supp. 852. 
$124 U. S. 721. 


state attachment laws anexemption in favor of nation- 
al banks. Since the act of 1873, all the attachment 
laws of the state must be read as if they contained a 
provision in express terms that they were not to apply 
to suits against a national bank.” 


The court also holds that although the 
provision does not refer to attachments 
in the federal circuit, but only in the 
state courts, there is, nevertheless, no 
remedy in the federal courts. 

This decision has been generally re- 
garded as settling the question and as 
absolutely putting a stop, in all cases, to 
attachments against national banks, The 
statute, as thus construed, overshoots 
the mark. The only reason for a pro- 
hibition of attachments against national 
banks, is that in case of their insolvency, 
equality among creditors may be se- 
cured. Asa matter of policy, there is 
no reason to prohibit attachments 
against the funds of solvent national 
banks, any more than against the funds 
of other banks or corporations, and the 
sweeping character of the prohibition 
was probably not contemplated by the 
law-makers. 

But as construed by the supreme 
court, in no case can an attachment be 
issued against a national bank, solvent 
or insolvent. 

And yet, there has since been rendered 
in the appellate court of Ilkinois, a de- 
cision to the effect that the prohibition 
of attachments against national banks is 
a personal privilege, which tay be 
waived by the bank, if it so choose, and 
the attachment hold good.§§ We quote 
the language of Judge Gary: 


“It is undoubtedly true that before the act of July 
12, 1882, amending the national bank law, the effect of 
the voluminous legislation by congress in relation to 
national banks did not prohibit the issuance of attach- 
ments out of state courts against them. (Citing Butler 
v. Mixter.) Whether that act, which provides that the 
jurisdiction for suits against banks not organized 
under any law of the United States, removes that pro- 


§§ Norris v. Bank, 30 Ill. App. 54; year 1889. 
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hibition, is a debatable question. It is not necessary 
to consider it in this case, for if the prohibition con- 
tinues, it is a personal privilege of the defendants, 
which they may waive, as they have done.” 


Judge Gary questions whether the 
prohibition against attachments still 
holds good in view of the act of July 12, 
1882. But there can be no question 
upon this point, in view of the language 
of the national supreme courtin Bank v. 
Mixter, that the prohibiting provision 
‘**stands mow, as it did then, as the par- 
amount law of the land” writing ‘‘ into 
al) state attachment laws an exception in 
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favor of national banks,” This is a con- 
struction which is binding upon al! 
courts. 

But Judge Gary’s ruling that the pro- 
hibition of attachments is a personal 
privilege which the bank may waive, is 
worthy of note. We have no space to 
discuss the proposition, but our opinion 
is decidedly to the contrary. Ifa stat- 
ute takes away from a court the power 
to issue an attachment, how can the 
consent ot one of the parties confer the 
power, and make proceedings based 
thereon valid? 
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THE SILVER QUESTION. 

Senator Sherman:—I am myself in favor of re- 
pealing the act of 1890. The fact is that silver is 
going the way of the other metals, probably such 
as nickel, copper and iron. The methods now 
used to cheapen the production of silver dimin- 
ish its value as a standard of coin, such as it 
held when it represented a large per cent. of 
labor. 


London “Statist” :—For one thing, it is very 
clear that if the United States were to accept 
silver as practically the standard money of the 
country, there would be a very considerable 
rise in prices in the United States. At present, 
prices are regulated by the value of gold; then 
they would be regulated by the value of silver, 
and they would consequently rise very consid- 
erably. That would in the first place stimulate 
production. Exports would largely increase, 
and all producers receiving higher prices would 
come to think that their profits were increasing. 
Nor ought there to be any difficulty in main- 
taining the credit of the United States abroad. 
There are very many ways in which sufficient 
gold could be obtained to fulfill all the foreign 
obligations of the country. 


Congressman R. P. Bland in ‘‘ North Ameri- 
can Review” for February:—I was not an ad- 
vocate of the enactment of the present silver 
law; on the contrary, I opposed it. First, be- 


cause no compromise or makeshift was likely to 


_ as a money metal? 


satisfy the expectations of the people or do jus 
tice tothem, Again, the law is based upon a 
wrong principle. But it is the only recognition 
of silver we have. It is a connecting link be- 
tween total demonetization and free coinage, 
hence its repeal without enactment will not do. 
Its enforcement will in time compel us to free 
coinage in order to maintain the value of our 
silver. Seeing this condition, the gold party 
are determined to stop the further accumulation 
of silver. On these lines the battle is to be 
fought. 

If silver is not suitable for a place in our 
monetary system asa standard of money, the 
equal of gold, not a dollar of it ought to be 
coined. If it is a base metal, as Senator Sher- 
man claims, and belongs to the category of 
nickel, copper and steel rails, we should say so 
in our statute book and relegate it where it be- 
longs. Will congress take this view of it? Will 
the people permit the total destruction of silver 
These are questions that 
must be answered. 

The repeal of the present law without at the 
same time substituting some other recognition 
of silver as having a permanent place in our 
system asa money metal will, of course, mean 
its abandonment and final demonetization.-— 
Extract from article, ‘‘ In the Interest of Shy- 
lock,” 


John Harsen Rhoades, New York, in ‘‘ North 
American Review” for February:—In this state 
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alone savings banks have two hundred and 
sixty millions of dollars loaned upon real estate, 
known as bond and mortgage loans, Thereare 
but few of these mortgages so held which con- 
tain an agreement to pay the principal in gold 
or its equivalent when payment is demanded, 
after becoming due and payable. What, then, 
is the duty of those who manage these institu- 
tions? Shall these mortgages, when past due. 
be called in for payment, or a ‘‘ gold clause”’ 
insisted upon as a measure of precaution both 
in reterence to those held as well as to future in- 
vestments in this class of property? If so, then 
a serious derangement in the rates of interest 
paid, and, to a certain extent, in the value of 
real estate itself must ensue, and on no class of 
the community would this derangement fall 
heavier than upon the farmer, who, at best, 
finds it difficult to secure permanent loans upon 
his property. 

Whatever rule is adopted by other leading 
financial institutions in the country will, in all 
probability, be followed by the savings banks, 
and the extent of the precaution, if exercised, 
will be determined by the exigencies of the oc- 
casion as they may arise ; but the question isa 
serious one and on its decision rests the welfare 
of a large number of that debtorclass for whose 
financial aid free coinage is invoked.—Extract 
from article, ‘‘A Warning to Savings Bank 
Depositors.” 


Depositor in a Savings Bank, in ‘‘ North 
American Review” for February:—All these 
people who have put by a little money may one 
of these days wake up tofind, not Only their 
capital, but their interest, cut down by two-thirds 
the value. Every one who has bought a few 
shares of stock or a railroad bond may find his 
interest paid in a commodity worth one-third of 
what he had counted on receiving. Every one, 
too, who has been paying a premium on his life 
in good money may expect his family to find 
themselves on his death in possession of a policy 
equal in value to one-third of what they had the 
right to expect. Every old soldier who draws 
a pension (there are some who deserve them), 
eVery one engaged at a salary in every busi- 
ness, every government employee and the re- 
cipient of trust funds, will receive his or her 
quota, interest, or salary in a depreciated coin, 
The more I thoughtof it the madderI got. It 
is the poor man’s money, say the silver-people. 
The poor man’s money, forsooth! Just think 
of the satire of it. These silver-kings making 
obligations to themselves payable in gold, forc- 
ing the government to buy up four millions a 
month of the output of their mines to sustain 
the price, and then calling silver the poor man’s 
money! It is the poor man’s money in this 
way: that it is liable to make any one three 
times poorer than he now is who gets paid in it, 
and that is all there is about it.—Extract from 
article, ‘‘A Depositor’s Point of View.” 


Director of the Mint,Leech:—In my judgment 
the wisest thing this country could do would be 
to repeal the present silver law. The belief is 
very general abroad that under its operation we 
are sure to go to a silver bas’s 
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For this reason, foreign capitalists fear to in- 
vest in American securities, and have been sell- 
ing them, and are selling them right along. 
Nor wiil they invest money, which is abundant 
in both London and Paris, in new enterprises 
in this country, under the fear that when they 
want to withdraw it they will get depreciated 
silver. 

They see that our stock of available gold is 
becoming less and less, while our obligations, 
redeemable in gold through the issue in paper 
money, are becoming greater, and the conclu- 
sion is that the process must end in a silver 
standard—that is, all our paper money will be 
inter-convertible into silver only. 


Philadelphia ‘‘Record”:—As long as the 
government shall continue to buy 140 tons of 
silver every month, and pay for it in gold notes, 
all kinds of business will be done under a cloud 
of apprehension. The secretary of the treasury 
talks confidently of keeping up his gold reserve, 
while at the same time he is adding $50,000,000 
a year to the $800,000,000 of outstanding notes 
and certificates with whicn the reserve in the 
treasury may in a day be wiped out. The true 
policy would be to repeal the Silver Purchase 
act, and sell enough of our store of silver to 
check the inordinate supply. To attempt to 
push up the price of silver by purchasing the 
output of our mines has failed. It is time to 
try the other tack, and thereby force down the 
price of silver until the supply shall have been 
diminished, and other silver using countries 
shall be ready to bear their due proportion of 
the burden of maintaining a seeming parity of 
value, where there is no real parity, between 
gold and silver coins of present weight and 
fineness. 


Congressman Burrows:—Why should we do 
anything? The country was never more pros- 
perous than it has been under the tariff and 
silver legislation of 1890. The number of busi- 
ness failures during the past year has been less 
than at any time in ten years, and the total lia- 
bility very much less, witoutexception, * * * 
I am opposed to doing anything more at this 
session than simply to pass the appropriation 


. bills, and you will find that to be the sentiment, 


practically unanimous, of the republicans in 
both the House and Senate. 


Prof. Perry, of William’s College:—It is an 
universal law of political economy that no two 
commodities having differing costs of produc- 
tion and varying intensities of demand can ever 
be keptin a steady ratio of purchasing power, 
one to the other. Legislation has proved itself 
powerless a hundred times to override this econ- 
omic law. The present national law relating to 
silver bullion is only the last link in the long 
chain of such demonstrations, The only ra- 
tional thing to do with the so-called Sherman 
law is to repeal it, Every day’s delay is danger. 


President Andrews, of Brown University:— 
Silver money deserves to be rehabilitated by a 
sound plan of international bimetalism, so as 
again to be the world-over money of ultimate 
payment, as it always practically was until 1873. 
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This is desirable from every point of view, 
and to the highest weal of society it is indis- 
pensable. International bimetalism is the only 
feasible plan by which to afford the world a just 
and reasonable system of money, a consumma- 
tion devoutly to be wished. The establishment 
of such asystemI regard as more important 
than the solution of any other of the great po- 
litical humanitarian questions which now agi- 
tate civilized man. 


STATE BANK CIRCULATION, 

Erastus Wiman:—I believe in state banks. 
The fear of what is called ‘‘ wildcat’ currency 
is a baseless one. There isn’t a state in the 
Union whose morality and honor are not so high 
that would permit the existence of an unsafe 
state banking institution. Enormous advan- 
tages would flow from such asystem. What 
will be the basis? The best in the world. Here 
is an example: Staten Island or Richmond 
county has issued $300,000 worth of bonds at 
3% per cent. for good roads and road improve- 
ments, and every house and foot of land in the 
county is pledged. We sold the bonds at Io2. 
I want to know if that is not as good a basis for 
an issue of currency as a public debt, which 
was contracted by war, and the value of which 
went up in smoke and disaster. 


Ex-Secretary Fairchild:—It is the common 
belief that the government has a mysterious 
power to infuse value into a substance other- 
wise valueless and to add to a value which is 
already a substance by putting it into the form 
of a bank bill or coined money and calling it 
legal tender money. I do not think thereisany 
power in the government to give value to any- 
thing by adding the legal tender quality to it. 
* * * In the face of the vast usefulness of a 
good bank note circulation which will pass 
from hand to hand readily, but is nota legal 
tender, I say it is utter imbecility for the Amer- 
ican people to lie down and say that they can- 
not do it and will not do it. 


THE GOLD SHIPMENTS, 





Comptroller of the Currency Hepburn :— 
While it is true that if all the claims were pre- 
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sented at treasury which are outstanding against 
it the government could not meet them, that is 
not a serious fact. By these claims I mean the 
greenbacks, the treasury notes, and the certifi- 
cates which are in circulation. These claims 
pass as money, and there is no reason why they 
should not be presented at the treasury. 

It is true, too, that, in view of the existing 
conditions in the treasury and the fact that the 
amounts called for to pay pensions are on the 
increase, and that the duties are only about 
what is needed to meet the expenses of the gov- 
ernment, there will be need of a very compe- 
tent financier at the head of the treasurv de- 
partment after March 4. 

The gold shipments to Europe attract atten- 
tion chiefly because of the published statements 
regarding them, rather than from any real effect 
on the finance of the country. 


Secretary Foster:—There is no occasion for 
excitment or alarm in banking circles. * * * 

While [ have not made any promises to have 
any more gold in the treasury on March 4 than 
$120,000,000, I believe that the shipments ot 
gold to Europe will be lighter during the next 
two months, and that it is within the possibili- 
ties to leave $125,000,000 for my successor to 
control, 


“CARLISLE AND THE TREASURY. 

Louisville ‘‘Courier-Journal” :—He is a leader 
in the hjghest sense of the term, a leader who 
rules, not by covert and venal, and still less by 
knock-down and drag-out methods, but by the 
force of his intellect, integrity and tact, his im- 
mense superiority over his followers, in resourc- 
es, temper and ability. Intellectually, he would 
have been the ideal chief justice. In all points, 
if given the fiscal portfolio and left to himself, 
he would be the ideal secretary of the treasury. 
* * * If Mr. Cleveland takes him for a col- 
league, and, on his peculiar ground, fora guide, 
philosopher and friend, he will have a great 
secretary of the treasury,a great administrative 
policy, a great result both as to the tariff and as 
to the finances, and he and his administration 
will go down to history gloriously. 
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CURRENT LEGAL DECISIONS. 





puis department embraces all the newly decided cases of importance to bankers, bank counsel and bank di- 
rectors. The experiences theydisclose are likewise worthy the careful attention and study of the ane ts we | 
the depositor, and the bank student seeking advancement. Furtherinformation regarding any case publishe 


herein, will be furnished on application, 


COLLECTION BY 


INSOLVENT BANK. 


Supreme Court of Michigan, December 22, 1892. 


SHERWOOD, BANKING 


COMMISSIONER V. 


MILFORD STATE BANK, 





In re WarerRBuURY, ¢f al. 


Nore.—This case is valuable as showing the status of the Michigan courts upon the question 
of the right of the owner of items, deposited with and collected by an insolvent bank, to trace and 
recover the proceeds in full from the assets of the bank, as distinguished from sharing PRO RATA; 


and how far the doctrine of tracing trust funds will be carried. 


A bank collected for the owners, a note of one of its 
depositors by receiving and charging up the deposit- 
or’s check therefor, against his account, which was 
good for the amount, and surrendering the note to the 
depositor. Shortly afterwards the bank failed for a 
iarge amount, due principally to its depositors, most 
of which was owing at the time of this transaction. No 
money was realized from the check, and no use was 
made of it to pay off the debts or increase the assets of 
the bank. Ae/d, that the facts were not sufficient to 
create a trust in favor of the owners of the note. 


Duranp, J. The petition was filed in 
this case for an order directing Edward 
J. Bissell, as receiver of the Milford 
State Bank, to pay to the petitioners 
the sum of $448.40, with interest from 
August 31, 1891. The evidence shows 
that the petitioners, on August 18, 1891, 
sent to the bank for collection a note 
for that sum, given by W. W. Crippen, 
the receipt of which was acknowledged 
by S. H. Wilhelm, the cashier. Crippen 
was a general depositor of the bank, and 
on August 31, 1891, had a credit on its 
books for money which he had depos- 
ited from time to time before that date, 
equal to or greater than the amount of 
the note. On that day he drew his 
check for the amount, and gave it to 
the cashier, who accepted the check, 


and charged it up against Crippen’s ac- 
count, and deiivered up the note to 
Crippen as paid. The cashier did not 
forward the money, and, not receiving 
any returns, the petitioners, on Septem- 
ber 15th, wrote to inquire about it, and 
were informed that the bank had failed, 
and was in the hands of a receiver. 

The petitioners insist that the accept- 
ance of the check by the cashier in pay- 
ment of the note as stated, is the same 
in effect as though the money had been 
actually paid into his hands by Crippen, 
and by him put into the other funds of 
the bank to the benefit of the general 
creditors, or traced into the hands of 
the receiver, and thus giving them the 
right to claim that in equity the above 
amount of money shall be considered as 
a trust fund in the hands of the receiver, 
which should be paid to them by him in 
full, and without regard to the claim of 
the other creditors of the bank. 

The receiver contends that the rela- 
tion of trustee and cestud gue trust in re- 
lation to this amount does not exist, and 
bases his contention upon the fact that 
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there was no payment of money for the 
note by Crippen; that, as a matter of 
fact, in consequence of the insolvent 
condition of the bank on the day Crip- 
pen gave his check in payment of the 
note, he had no money on deposit, but 
only a credit on account of deposits 
which he had made at different times 
before that date. 

The bank failed on September 9, 1891, 
and the undisputed testimony shows 
that at that time the indebtedness, due 
to its depositors principally, amounted 
to upwards of $109,000, most of which 
was owing un August 31, 1891; that the 
only cash turned over to the receiver 
was $31.74; that there was not much 
over $500 cash on hand in the bank at 
the time the Crippen check was given 
on August 31st; that at that time the 
bank, besides the general indebtedness 
stated, was indebted to various parties, 
ou account of collections made for them 
in the usual way customary with banks, 
to the amount of $2,000 and upwards, 
which class of indebtedness was _ in- 
creased, until it amounted to more than 
$3,300 at the time of the failure. No 
money was at any time set apart for the 
petitioners by the cashier of the bank on 
account of the Crippen collection, nor is 
there any attempt to show or claim made 
that any money was actually paid by 
Crippen at the time the note was deliv- 
ered to him or afterwards on account of 
this collection, which in any way added 
to the general assets of the bank, or 
which could in any way be of benefit 
to the general creditors of the bank. 
Neither is any showing made that the 
check or its proceeds, in any way got 
into the hands of the receiver as assets 
of the bank, or that any of the proceeds 
or results of that transaction were in- 
vested in any property, or used by the 
bank either to pay off its debts, or to in- 
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crease its assets in any manner at all 
beneficial to the other general deposit- 
ors of the bank. If the bank had been 
paid the money for the note, or if, hav- 
ing taken the check as it did, it had 
taken the money which it represented, 
and in either case converted it into an- 
other fund or other assets, and it could 
have been traced into the hands of the 
receiver by the petitioners, their right to 
the order asked for would be clear, under 
the general rule that, when property 
held upon trust to keep, use, disburse, 
or invest in any particular manner is 
misapplied by the trustee, and converted 
into different property, or sold, and the 
proceeds thus misapplied, the property 
may be followed wherever it can be 
traced through its transformations, and 
will be subject, when found in its new 
form, to the rights of the original owner 


or cestut gue trust. Cook v. Tullis, 18 


Wall. 341; Mealy v. Rood, 54 Mich. 134, 


19 N. W. Rep. 920; Pierce v. Holzer, 
65 Mich. 263, 32 N. W. Rep. 431. 

But in all these cases it is held that 
the fund must be clearly traced into the 
hands of the person sought to be charg- 
ed, and that if the trust property does 
not remain, but has been made way 
with by the trustee, the cestuts gue trust- 
ent have no longer any specific remedy 
against any part of his estate in his in- 
solvency, but they must come in pari 
passu with the othercreditors, and prove 
against the trustee’s estate for the 
amount due them. This rule has been 
as steadily adhered to by the courts 
both of this country and of England as 
any rule which has ever been adopted 
tor the protection of the general credit- 
ors of a bankrupt or of an insolvent. It 
is not seriously contended that the claim 
of the petitioners comes within the rule 
stated, but it is insisted that they have 
the right to the order asked for, under 
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the principle asserted in Carley v. Graves, 
85 Mich. 483, 48 N. W. Rep. 710, in 
which Mr. Chief Justice CHAMPLIN says, 
in relation to the trust fund then under 
consideration, that ‘‘it cannot be spe- 
cifically traced, but there is enough in 
the proof to warrant the inference that 
it has mingled the trust fund with its 
own individual means, and has rendered 
it impossible to be specifically traced 
into Other property in its hands, and 
that it has been used by the company 
either to pay off its debts or to increase 
its assets. In either case it would be to 
the benefit of its estate; and under 
those facts he applied the principle laid 
down by a divided court in 7/cLeod v, 
Evans, 66 Wis. 401, 28 N. W. Rep. 173, 
214, in support of the position, and 
held that the petitioner was entitled to 
the order. Without discussing the ex- 
tent which the language used in that 
case would seem to imply a departure 
or rather an enlargement, of the general 
rule first stated, it is sufficient to say 
that no such condition exists here. 
There was no appropriation of the pro- 
ceeds of the check,—no mingling of the 
money realized from it, with the assets 
of the bank for its own benefit,—as 
there was no money realized from it, 


nor any use made of it by the bank, either 
to pay off its debts or to increase its as- 
sets. For these reasons no possible 
benefit could accrue to the general cred- 
itors of the bank on account of the 
transaction referred to. To adopt a 
rule which would permit the petitioners, 
under the facts in this case, to impose 
upon this transaction the character of a 
trust, enforceable as such against the 
receiver, without either tracing any of 
its results into his hands or showing that 
it was for the benefit of those who have 
an interest in the assets, thus enabling 
them, with others similarly situated, to 
convert to the payment of their own 
debt the assets of the bank, to the ex- 
clusion of the general depositors, whose 
money, as it is plain to be seen from 
the record, was the source from which 
all the assets of the bank were obtained, 
would be grossly inequitable, and would 
be an unwise departure from those sate 
rules which the courts have adopted 
and very generally adhered to in rela- 
tion to the rights and obligations exist- 


ing between trustees and cestuis gui 
trustent. It tollows that the decree of 
the court below, dismissing the petition 
in this case, must be affirmed, with the 
costs of this court. The other justices 
concurred. 
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INDIVIDUAL LIABILITY OF DIRECTOR INDORSING NOTE OF COR- 
PORATION 


Supreme Court of Kansas, December 10, 1892. 


KLINE, e¢ al. v. BANK OF TeEscorr. 


NotEe.—This case is of interest to banks who take the paper of corporations. The directors 
of a Kansas corporation indorsed its note, by placing their names on the back before delivery to 
the payee. Ordinarily, such an indorsement creates the liability of guarantor, in Kansas. But 
the directors signed under the belief that their signatures were necessary to make the instrumenta 
complete corporate note, and had no intention of rendering themselves individually liable. The 
note was turned over by the payee to a bank as collateral, and the bank recovered judgment 
against the directors individually. The supreme court of Kansas reverses the judgment, holding 
that outside evidence to change the prima facie liability of guarantor, and showing the true facts 
as to the liability intended, was admissible against the bank, the latter having full notice of all the 


circumstances connected with the execution and delivery of the note. 


Where a note is executed by a corporation, and 1s 
signed by its president and secretary, and its direct- 
ors write their names on the back thereof, before de- 
livery, extrinsic evidence is admissible between the 
original parties or any subsequent holder of the note, 
accepting the same as collateral, with full notice of 
all the facts and circumstances connected with the 
execution and delivery thereof, not only to show that 
the president and secretary executed the instrument 
in their official capacity as officers of the corporation, 
but also that the directors signed the note, on the back 
thereof, solely as officers of the corporation, and to 
bind the corporation only. 

(Syllabus by the Court.) 


Action by the Bank of Tescott against 
W. F. Kline, William Vandeventer, H. 
V. Faris and D, H. Funk, on a note. 
Judgment for plaintiff. Defendants 
bring error. Reversed. 

The other facts fully appear in the 
following statement by Horton, C. J.: 

The Bank of Tescott, a banking cor- 
poration, located in Ottawa county, in 
this state, brought its action against the 
Kanopolis Creamery Company and oth- 
ers upon a promissory note, of which 
the following is a copy: 

‘*$950. Kanopolis, Kansas, June Ist, 1888. 
Nine months after date we promise to pay to the 
order of Western Creamery Building and Sup- 
ply Company nine hundred and fifty dollars, at 
the Kanopolis State Bank, Kanopolis, Kansas, 
with interest at the rate of twelve per cent. per 


annum from date until paid. [Signed.] KaAn- 
OPOLIS CREAMERY Company. H. C. WAITE, 


President. W. B. WooLey, 
1,120. Due March Ist, 1889.” 


Secretary. No, 


On the back of the note is: 


““W. F. Kiine, WM. VANDEVENTER, H. V. 
Faris, D. H. Funk, Board of Directors,” 

Underneath is: 

‘*Tescott, Kansas, August 15th, 1888. For 
value received, we hereby sell and assign this 
note to the Bank of Tescott or order, and guar- 
anty payment at maturity; demand, notice of 
non-payment, and protest waived. WESTERN 
CREAMERY BUILDING AND SupPLY COMPANY.” 


The petition charged the Kanopolis 
Creamery Company as a corporation, 
and sought to hold the creamery com- 
pany, H. C. Waite, and W. B. Wooley 
as makers. It charged and sought to 
hold Kline, Vandeventer, Faris and 
Funk as guarantors. It charged F. F. 
Scidmore, F. L. Scidmore and M. B. 
Buell, as partners under the firm name 
of Western Creamery Building & Supply 
Company, as indorsers. The Kanopolis 
Creamery Company and the Scidmores 
and Buell did not answer, but made de- 
fault. All the other defendants joined 
in an answer. The answer first denied 
under oath all of the allegations of the 
petition, except the incorporation of the 
Kanopolis Creamery Company. Second, 
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the answer alleged as adefense, in brief, 
that the Scidmores, and Buell came to 
Kanopolis and promoted a creamery 
enterprise; that they solicited subscrip- 
tions to that end, and all of the defend- 
ants became subscribers, as well as 
many others; it being the object of the 
promoters, when subscriptions sufficient 
were made, to incorporate the subscrib- 
and issue stock to them to the 
amount of their several subscriptions, 
the sums so subscribed to be taken by 
the Scidmores and Buell as payment for 


ers, 


the creamery which they were to erect 
the intended corporation. Just 
prior to June 1, 1888, the subscription 
list was still short $950 of the amount 
the Scidmores and Buell were to have 
for building the creamery. They then 
proposed to the several subscribers that 
the corporation be formed at once; that 
for the balance of $950 they would take 
the note of the creamery company itself, 
and proceed to erect the creamery. 
Their proposition was accepted. The 
corporation was formed, and on June 1, 
1888, the officers met to give the note. 
The note was written on the biank form 
of the Kanopolis Bank. When it came 
to executing the note, the defendants, 
who were the officers of the creamery 
corporation, only intended to give a 
note of the corporation. F. 
more was present, 


ror 


and assured them 
that the only way to makea corporation 
note was for all the officers and direct- 
ors of the corporation to sign their 
names, and attach their official positions 
to theirnames He also assured the de- 
fendants that, by signing this notein the 
manner it is signed, no personal liability 
would be incurred, but the note would 
be the note of the corporation alone; 
that being the note the Scidmores had 
agreed to take, and the corporation to 
give. Defendants believing in and trust- 


F. Scid- ° 


ing to the representations of Scidmore 
that, in signing the note in the manner 
and form it is signed, they would not 
create any personal liability, and that 
they, as officers of the creamery com- 
pany, were only giving the note of the 
company, the Scidmores obtained the pa- 
per sued on inthiscase. Tothe answer 
a reply of general denial was made. 
The case came on for trial before the 
court and a jury. The court held that, 
on the face of the paper, it was the note 
of the Kanopolis Creamery Company, 
and that Waite and Wooley executed it 
in their official capacity, and were there- 
fore not liable personally, but that the 
other defendants were liable as guaran- 
tors. The court also held that there 
was no question in the case except the 
assignment, which the court permitted 
to goto the jury. The court excluded 
all evidence of the second defense set 
up in the answer, and defendants except- 
ed. Judgment was rendered for plain- 
tiff below. The defendants below, who 
were held as guarantors, excepted, and 
bring the case here. 

Lafferty & Sternberg, for plaintiffs in 
error, Chapman & Mailtby, for defend- 
ants in error. 


Horton, C. J., (after stating the facts.) 
On August 15, 1888, the discount com- 
mittee of the Bank of Tescott accepted 
the note of the Kanopolis Creamery 
Company to the Western Creamery 
Building & Supply Company, of June 
1, 1888, for $950, ‘‘ as collateral.” F, 
F. Scidmore, F. L. Scidmore, and M, 
B. Buell were partners under the firm 
name of the Western Creamery Building 
& Supply Company. This company 
was also a stockholder in the Kanopolis 
Creamery Company, a corporation duly 
organized and existing under the laws 
of this state. F. L. Scidmore was a di- 
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rector of the Bank of Tescott. F. F. 
Scidmore was the cashier of the bank, 
and the discount committee of the bank 
consisted of F. F. Scidmore, T. E. 
Scidmore, and T. B. Seers. F. F. Scid- 
more was the person who se¢ured the 
note sued on, and knew all the facts and 
circumstances under which it was exe- 
cuted and delivered, and was present 
with the discount committee of the bank 
when that committee acted upon and 
accepted the same. 

Under the rule in Mann v. Bank, 30 
Kan. 412, 1 Pac. Rep. 579, we must treat 
the note as if this action were between 
the original parties only,—as if no as- 
signment or transfer had been made. 
The trial court held that the note, upon 
its face, was the note of the Kanopolis 
Creamery Company, and that Waite and 
Wooley executed it in their official ca- 
pacity only, but that the parties who 
signed upon the back were liable per- 


sonally as guarantors. If extrinsic evi- 


dence were not admissible, the ruling of 


the trial court would be correct. Under 
the authorities, if the parties who signed 
the note on the back, and who com- 
posed the board of directors of the Kan- 
opolis Creamery Company, had signed 
the note upon its face, they could show 
they made it only in their official capaci- 
ty, as directors of the corporation. 
‘* Where individuals subscribe their 
proper names to a promissory note, 
prima facie, they are personally liable, 
though they add a description of the 
character in which the note is given; but 
such presumption of liability may be re- 
butted, as between the original parties, 
by proof that the note was in fact given 
by tne makers as agents, with the 
payee’s knowledge.” Byles, Bills, 27, 
note 1; Haile v. Pierce, 32 Md. 327; Me- 
Whirtv. McKee, 6 Kan, 412; Talley v. 
Burtis, 45 Kan. 147, 25 Pac. Rep. 603. 
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In this case it is claimed that, if extrin- 
sic evidence had been received, it would 
have shown the directors of the Kanop- 
olis Creamery Company—the corpora- 
tion—signed their names at the instance 
of F. F. Scidmore, one of the members 
of the Western Creamery Building & 
Supply Company, on the back of the 
note, as officers of the corporation, and 
for the corporation only. It is claimed 
that F. F. Scidmore assured these di- 
rectors that the only way to make acor- 
poration note was for the officers and 
directors of the corporation to sign their 
names and affix their official positions 
thereto, and that the note was thus 
signed under his direction to bind the 
corporation, but not the officers individ- 
ually. If the parties who wrote their 
names upon the back of the note as di- 
rectors had signed their names upon the 
face thereof, they could have shown by 
extrinsic eviderice that they were acting 
for the corporation only; and we per- 
ceive no reason why, as between the 
original parties or any subsequent hold- 
er of the note, accepting the same as 
collateral, with full notice of all the 
facts and circumstances connected with 
the execution and delivery thereof, the 
same rule will not apply when such sig- 
natures are upon the back of the instru 
ment before delivery. In Fudlertonv. Hil? 
(Kan.) 29 Pac. Rep. 583, it was ruled 
that, ‘‘ a stranger to a promissory note, 
who writes his name across the back 
thereof before it is delivered to the 
payee, incurs, prima facie, the liability 
of the guarantor. But parol proof may 
be received to show’ the exact liability 
of such indorser, by showing the agree- 
ment and understanding of the parties 
at the time of such indorsement.”” Baker 
v. Chambles, 4 Greene, 428; Whitney v. 
Inhabitants, 11r Mass. 368; Bank v. 
Boardman, (Minn.) 48 N. W. Rep. 1116; 
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Metcalf v. Williams, 104 U. S. 93; Good 
v. Martin, 95 U.S. 90. ‘‘Considerable 
diversity of decision, it must be admit- 
ted, is found in the reported cases, 
where the record presents the case of a 
blank indorsement by a third party, 
made before the instrument is indorsed 
by the payee, and before it is delivered 
to take effect ; the question being whether 
the party is to be deemed an original 
promisor, guarantor, or indorser. Irre- 


concilable conflict exists in that regard, 
but there is one principle upon the sub- 
ject almost universally admitted by them 
all, and that is that the interpretation of 
the contract ought in every case to be 


such as will carry into effect the inten- 


1or 


tion of the parties; and in most cases 
it is admitted that proof of the facts and 
circumstances which took place at the 
time of the transaction are admissible to 
aid in the interpretation of the language 
employed. Denton v. Peters, L. R. 5 Q. 
B. 475; Good v. Martin, supra. We think 
that the parties who signed as directors 
had the right, at the trial, to give in evi- 
dence tothe jury that the note in ques- 
tion was not their note as guarantors, 


but that it was the note of the Kanopo- 
lis Creamery Company only. The judg- 
ment of the district court will be revers- 
ed, and cause remanded for further 
proceedings in accordance with the 
views herein expressed. All the justices 
concurring. 
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ABSTRACTS AND NOTES OF CASES. 


Set-Off Against Insolvent National Bank. 


Farmers and Merchants’ State Bank v. Armstrong, Supreme Court of the United States, December 12, 1892. 


Where a note is discounted by an insolvent national bank and the proceeds placed to the credit of the 
maker, the latter, upon the bank’s insolvency, has a right to have set-off the undrawn balance against his obli- 
gation on the note maturing after the failure ; and the allowance of this right does not violate the provisions of 
the national bank act, prohibiting preferences by insolvent national banks. 


The question of the right of a depos: 
itor in a national bank to have set-off 
his balance on deposit, against a note 
of his, held by the bank, not matured 
at the time of the appointment of a re- 
ceiver, is settled by the supreme court 
of the United States in this case. The 
depositor’s right to the set-off is upheld, 
and the provisions of the national bank 
act, forbidding preferences, are declared 
not violated. 

The Fidelity National Bank, of Cin- 
cinnati, discounted for the Farmers’ 
Bank on June 6, 1887, a ninety-days 
note for $10,000, placing the proceeds 
($9,819.17) to the credit of the Farmers’ 
Bank on its books. The Farmers’ Bank 
drew against the deposit, the sum of 
$1,009.23, and the balance, $8,809.94, 
remained to its credit to meet the note, 
at the time of the Fidelity’s failure. 
The Farmers’ Bank tendered to the re- 
ceiver of the Fidelity the balance due on 
the note, and kept the tender good. 

The receiver of the Fidelity sought to 
recover the full amount of the note from 
the Farmers’ Bank; and the latter 
pleaded set-off. 

Chief Justice Fuller first considered 
the right of set-off, independent of the 
effect of the federal statute forbidding 
preferences and reaching the conclusion 
that it was allowable, then proceeded to 


consider whether any of the provisions 
of the national bank law compelled a 
contrary conclusion. The pertinent por- 
tions of the opinion are quoted: 


THE GENERAL RIGHT OF SET-OFF. 


‘* The right to set-off at law is of stat- 
utory creation, but courts of equity from 
a very early day were accustomed to 
grant relief in that regard independently 
as well as in aid of statutes upon the 
subject. 

In equity, relief was usually accorded, 
says Mr. Justice Story, (Eq. Jur. §1435,) 
‘where, although there are mutual and 
independent debts, yet there is a mutual 
credit between the parties, founded at 
tne time upon the existence of some 
debts due by the crediting party to the 
other. By ‘mutual credit,’ in the sense 
in which the terms are here used, we 
are to understand a knowledge on both 
sides of an existing debt due to one 
party, and acredit by the other party, 
founded on and trusting to such debt, as 
a means of discharging it.’ 

This definition is hardly broad enough 
to cover all the cases where, as the 
learned commentator concedes, there 
being a ‘connection between the de- 
mands, equity acts upon it, and allows 
a set-off under particular circumstances.’ 
Section 1434. Courts of equity fre- 
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quently deviate from the strict rule of 
mutuality when the justice of the par- 
ticular case, requires it, and the ordin- 
ary rule is that, where the mutual obli- 
gations have grown out of the same 
transactions, insolvency on the one hand 
justifies the set-off of the debt due upon 
the other. Blount v. Windley, 95 U.S. 
173, 177. 

In Carr v. Hamilton, 129 U. S. 252, 
262, 9 Sup. Ct. Rep. 295, it was de- 
cided that, when a life insurance com- 
pany becomes insolvent and goes into 
liquidation, the amount due on an en- 
dowment policy, payable in any event 
at a fixed time, may, in settling the 
company’s affairs, be set off against the 
amount due on the mortgage deed from 
the holder of the policy to the company 
by way of compensation; and Mr. Jus- 
tice Bradley, delivering the opinion of 
the court, said: ‘We are inclined to the 


view that where the holder of a life in- 
surance policy borrows money of his 


insurer, it will be presumed, prima facie, 
that he does so on the faith of the in- 
surance and in the expectation of possi- 
bly meeting his own obligation to the 
company by that of the company to him, 
and that the case is one of mutual cred- 
its, and entitled to the privilege of com- 
pensation or set off whenever the mutual 
liquidation of the demands is judicially 
decreed on the insolvency of the com- 
pany.”” And the case of Scammon v. 
Kimball, 92 U. S. 362, was referred to, 
where it was held that a bank, having 
insurance in a company which was ren- 
dered insolvent by the Chicago fire of 
1871, had a right to set off the amount 
of his insurance on property consumed 
against money of the company in his 
hands on deposit, although the insurance 
was not a debt due at the time of the 
insolvency. 

Indeed, natural justice would seem 
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to require that where the transaction is 
such as to raise the presumption of an 
agreement for a set-off, it should be 
held that the equity that this should be 
done is superior to any subsequent equity 
not arising out of a purchase for value 
without notice. 

In the case at bar the credits be- 
tween the banks were reciprocal, 
and were parts of the same transac- 
tion, in which each gave credit to the 
other on the faith of the simultaneous 
credit, and the principle applicable to 
mutual credits applied. It was, there- 
fore, the balance upon an adjustment of 
the accounts which was the debt, and 
the Farmers’ Bank had the right, as 
against the receiver of the Fidelity Bank, 
although the note matured after the sus- 
pension of that bank, to set off the bal- 
ance due upon its deposit account, unless 
the provisions of the national banking 
law were tothe contrary. Whether this 
was so or not is the question on which 
the opinion of the district judge turned, 
which was chiefly urged in argument 
upon our attention. 


DOES NATIONAL BANK LAW 


OFF? 


FORBID SET- 


Sections 5234, 5236, and 5242 are the 
sections relied on. Section 5234 pro- 
vides for the appointment of a receiver 
by thecomptroller of the currency, and 
defines his duties as follows: 


‘Such receiver, under the direction of the 
comptroller, shall take possession of the books, 
records, and assets of every description of such 
association, collect all debts, dues and claims 
belonging to it, and, upon the order of a court 
of record of competent jurisdiction, may sell 
or compound all bad or doubtful debts, and, on 
a like order, may sell all the real and personal 
property of such association, on such terms as 
the court shall direct; and may, if necessary to 
pay the debts of such association, enforce the 
individual liability of the stockholders. Such 
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receiver shall pay over all money so made to the 
treasurer of the United States, subject to the 
order of the comptroller, and also make report 
to the comptroller of all his acts and proceed- 
ings.” 


Section 5236 provides: 


‘From time to time, after full provision has 
been first made for refunding to the United 
States any deficiency in redeeming the notes of 
such association, the comptroller shall make a 
ratable dividend of the money so paid over to 
him by such receiver on all such claims as may 
have been proved to his satisfaction or adjudi- 
cated in a court of competent jurisdiction, and, 
as the proceeds of the assets of such association 
are paid over to him, shall make further divi- 
dends on all claims previously proved or adju- 
dicated; and the remainder of the proceeds, if 
any, shall be paid over to the shareholders of 
such association, or their legal representatives, 
in proportion to the stock by them respectively 
held’ 


Section 5242 reads: 


‘ All transfers of the notes, bonds, bills of ex- 
change, or other evidences of debt owing toany 
national banking association, or of deposits to 
its credit; all assignments of mortgages, sure- 
ties on real estate, or of judgments or decrees 
in its favor; all deposits of money, bullion, or 
other valuable thing tor its use, or for the use 
of any of its shareholders or creditors; and all 
payments of money to either, made after the 
commission of an act of insolvency, or in con- 
templation thereof, made with a view to prevent 
the application of its assets in the manner pre- 
scribed by this chapter, or with a view to the 
preference cf one creditor to another, except in 
payment of its circulating notes,—shall be ut- 
terly null and void; and no attachment, injunc- 
tion or execution shall be issued against such 
association or its property before final judgment 
in any suit, action, or proceeding in any state, 
county, or municipal court.’ 


The argument is that these sections 
by implication forbid this set-off, be- 
cause they require that after the redemp- 
tion of the circulating notes has been 
fully provided for, the assets shall be 
ratably distributed among the creditors, 
and that no preferences given or suffer- 
ed, in contemplation of or after commit- 
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ting the act of insolvency, shall stand. 
And it is insisted that the assets of the 
bank existing at the time of the act of 
insolvency include all its property, with- 
out regard to any existing liens thereon 
or set-offs thereto. 

We do not regard this 
as tenable. Undoubtedly any dispo- 
sition by a national bank, being in- 
contemplation of in- 


position 


solvent or in 
solvency, of its choses in action, se- 
curities or other assets. made to pre- 
vent their application to the payment of 
its circulating notes, or to prefer one 
creditor to another, is forbidden; but 
liens, equities, or rights arising by ex- 
press agreement, or implied from the 
nature of the dealings between the par- 
ties, or by operation of law, prior to 
insolvency, and not in contemplation 
thereof, are not invalidated. The pro- 
visions of the act are not directed against 
all liens, securities, pledges, or equities, 
whereby one creditor may obtain a 
greater payment than another, but 
against those given or arising after or 
in contemplation of insolvency. Where 
a set-off is otherwise valid, it is not per- 
ceived how its allowance can be consid- 
ered a preference, and it is clear that it 
is only the balance, if any, after the set- 
off is deducted, which can justly be held 
to form part of the assets of the insolv- 
ent. The requirement as to ratable 
dividends is to make them from what 
belongs to the bank, and that which at 
the time of the insolvency belongs of 
right to the debtor does not belong to 
the bank. 

There is nothing new in this view of 
ratable distribution. As pointed out by 
counsel, the bankruptcy act of 13 Eliz. 
c. 7, contained no provision in any way 
directing a set-off or the striking of a 
balance, and by its second section com- 
missioners in bankruptcy were to seize 
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and appraise the lands, goods, money 
and chattels of the bankrupt, to sell the 
lands and chattels, ‘‘or otherwise to or- 
der the same for true satisfaction and 
payment of the said creditors; that is to 
say, to every of the said creditors a 
portion, rate and rate alike, according 
to the quality of his or their debts.” 4 
Statutes of the Realm, Pt. 1, 539. Yet, 
in the earliest reported decisions upon 
set-off, it was allowed under this statute. 
Anonymous, 1 Modern, 215, Curson v. 
African Co., 1 Vern. 121; Chapman v. 
Derby, 2 Vern. 117. 

The succeeding statutes were but in 
recognition, in bankruptcy and other- 
wise, of the practice in chancery in the, 
settlement of estates, and it may be said 
that in the distribution of the assets of 
insolvents under voluntary or statutory 
trusts for creditors, the set-off of debts 
due has been universally conceded. The 
equity of equality among creditors is 
either found inapplicable to such set-offs 
or yields to their superior equity. 

We are dealing in this case with an 
equitable set-off, but if on June 2oth the 
note had matured, and each party had 
a cause of action capable of enforcement 
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by suit at once, upon the argument for 
the receiver the legal set-off would be 
destroyed just as effectually as it is con- 
tended the equitable set-off is. We 
cannot believe congress intended such a 
result, or to destroy by implication any 
right vested at the time of the suspen- 
sion of a national bank. 

The state of case where the claim 
sought to be off-set is acquired after the 
act of insolvency is far otherwise, for 
the rights of the parties become fixed as 
of that time, and to sustain sucha trans- 
fer would defeat the object of these pro- 
visions. The transaction must necessa- 
rily be held to have been entered into 
with the intention to produce its natural 
result, the preventing of the applica ion 
of the insolvent’s assets in the manner 
prescribed. Sank v. Taylor, 56 Pa. St. 
14, Colt v. Brown, 12 Gray, 233. 

Our conclusion is that this set-off 
should have been allowed, and this has 
heretofore been so held in well-consid- 
ered cases. Snyder Sons’ Co. v. Armstrong, 
37 Fed. Rep. 18; Yardley v. Clothier 49 
Fed. Rep. 337; Armstrong v. Warner, 21% 
Wkly. Cin. Law Bul. 136; 27 Wkly. Cin. 


Law Bul. roo.” 


A Situation of Liability on Both Original and Renewal Notes. 


First National Bank of Decatur v. Johnston. Supreme Court of Alabama. November 3, 1892. 


Many a man thinks he has his hands 
full when he is called upon to meet his 
notes at maturity. It is not often that 
a Situation arises where he gives renew- 
als for his original notes and then, by 
reason of the non-surrender of the orig- 
inals and the transfer of both originals 
and renewals by the recipient to distinct 
bona fide holders, he finds himself in the 
unpleasant position of being called upon 


for full payment of both, by their re- 
spective holders. And yet this is what 
has happened to a man in Alabama, and 
the party transferring his notes and 
placing this double liability upon him was 
none other than a national bank, which 
was in difficulties, although done, as 
claimed by the cashier, through mistake. 

The First National Bank of Sheffield, 
Ala., held two notes of A. S. Johnston 
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for $1,500 each. On November 15, 
1889, Johnston sent to the bank two 
other notes, in renewal, one payable to 
his order and indorsed by him; the oth- 
er having the payee’s name blank; each 
payable 90 days after date. For these 
notes Johnston expected the surrender 
of the original notes, but prior to receiv- 
ing the renewals, the Sheffield bank had 
traded the originals to the Merchants’ 
National Bank of New York. The Shef- 
field bank, at the time of the giving of 
the renewals, owed the First National 
Bank of Decatur $6,200 for collections, 
and its New York draft in payment of 
this amount, had been protested. The 
Decatur bank, pressed for security, 
agreeing in the event of receiving suffi- 
cient collateral, to permit the money to 
remain in the Decatur bank for ten days. 
Collaterals were thereupon furnished by 
Sheffield to Decatur, and later, the two 
renewal notes in question were exchang- 
ed for other collateral. The Sheffield 
bank was insolvent at the time, and 
closed its doors on November 29, 1889. 

This suit is by the Decatur bank 
against Johnston, on the renewal notes; 
he being also defendant in another ac- 
tion by the New York bank on the orig- 
inal notes. He is held liable by the court 
in this action to the Decatur bank, who 
acquired the notes in the regular course 
of business, before maturity, fora valua- 
ble consideration, the points he made in 
defense, being overruled. These points 
will be briefly noticed: 

1. Johnston claimed that the Sheffield 
bank being insolvent, the transfer of the 
notes to the Decatur bank violated the 
federal statute against creating prefer- 
ences. The court holds the statute op- 
erates Only upon notes and other evi- 
dences of debt, owing to any national 
bank, and which are assets of such bank. 
Transfers of the bank notes and other 
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evidences of debt in its possession, 
which are not part of its assets, but the 
property of another, are not within the 
letter or influence of this statute, and 
the validity of such transfers, must be 
determined independently of its provis- 
Bank v. Blye, tot N. Y. 303. The 
renewal notes were not assets of the 
bank, because the condition upon which 
only they could become assets, the sur- 
render of the originals, was wanting. 

The other points discussed by the 
court relate to the status of the Decatur 
bank as a dona fide holder, in view of the 
established doctrine of Alabama that the 
holder of negotiable paper as collateral 
-security for a pre-existing debt is not a 
bona fide holder; and also to the point 
that the name of the payee upon one of 
the notes was left blank. The court’s 
decision upon these points in favor of 
the Decatur bank, we summarize thus: 

2. Where negotiable paper is trans- 
ferred to secure a pre-existing debt, in 
consideration of an extension of the time 
of payment of the debt, the transferee 1s 
a bona fide holder for value, and is not 
subject to equities between prior parties, 
of which he had no notice, 

3. In such a case, notes afterwards 
substituted by mutual agreement of the 
parties, without any new consideration, 
to take the place of the collateral origi- 
nally taken, will be held in the same 
condition as the collateral whose place 
it took. But if it should be conceded 
that the substitution of notes was anew 
transaction and independent of the 
promise for forbearance, the result can- 
not be different, for in that event the 
substitution of the pledged notes was in 
itself a valuable consideration for the 
surrender of the new notes; and this is 
true whether the parties to the surren- 
dered notes were solvent or insolvent. 

4. It is no defense to an action upon 


ions. 
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a note that the name of the payee was 
left blank, since, between the maker and 
innocent third parties, the person to 
whom it was intrusted must be deemed 
the agent of the maker, with full au- 
thority to fill out the blank. 


Priority of Note-Hoiders in Mortgage 
Security. 


Miller v, Washington Savings Bank, supreme court of 
Washington, November 17, 1892. 


This case should be noted by the 


Washington bankers. Reed executeda 
mortgage to Miller upon certain lots in 
Spokane to secure the payment of three 
The 


note, 


notes, maturing at different times. 
first note was paid. The second 
for $6,000, was due in six, and the third, 
After the 
second note had matured, Miller sold 
the unmatured $5,000 note to the Wash- 
ington Savings Bank, and delivered the 
mortgage to the bank. 


for $5,000, in tweive months, 


Subsequently, 
the second note was pledged with the 
Exchange National Bank as coilateral. 
The mortgage having been foreclosed, 
and the proceeds being insufficient to 
satisfy both notes in full, the question 
before the court was whether there 
should be a pro-rata application, or a 
priority of payment of one note over the 
other. 

The court holds that the circumstan- 
ces indicate that the intention of the 
parties was, at the time of the transfer 
of the $5,000 note and mortgage, that 
the mortage should primarily be held as 
security for the payment of that note; 
that the action of Miller at the time he 
sold the note, in transferring the mort- 
gage with it, was in effect saying to the 
savings bank that it should be entitled 
to priority in the security thereby af- 
forded; and the holder of the other 
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note could claim no greater rights there- 
under than Miller himself had. 

The outcome, therefore, w.ll be noted, 
that the holder of an earlier maturing 
note, secured by mortgage, will be de- 
ferred in payment out of the proceeds 
to the holder of a later maturing note, 
secured by the same mortgage, where 
the intention of the parties, evidenced 
by transfer of the mortgage with the 
second note, is to that efiect. 


Preferences by Insolvent Corporations 
in Arkansas. 


Gould v, Little Rock, M. R. & T. Ry. Co., U.S. Cir- 
cuit Court, E. D. Arkansas, October 28, 1892. 
Arkansas 
insolvent cor- 
poration may make preferences among 
its creditors in good faith, so long as its 
right to do so is not restrained by stat- 
ute. Lx parte Conway, 4 Ark. 302, and 
Ringo v. Biscoe, 13 Ark. 563, followed. 


1. Under the decisions of 
and at common law, an 


Rouse v. Bank, 46 Ohio St. 493, ques- 
tioned. 


2. Advances made in good faith by 
certain directors of a railroad, and used 
for legitimate corporate purposes, their 
inducement being to protect and give 
value to their own interests as creditors 
and stockholders, but all other stock- 
holders and creditors being equally pro- 
tected thereby, constitute a valid debt, 
enforceable by suit; and a deed of trust 
in certain lands thereafter executed by 
the direction of the stockholders and 
board of directors tosecure it is as valid 
as if given to any other creditors. 

3. Treating the directors as trustees, 
the payment of the debt is an essential 
prerequisite to the avoidance of the 
deed of trust given to secure it, whether 
the debt was a present or a precedent 
one. 


ee 
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THE 


HE annual convention of the Illinois 
Bankers’ Association was held at 

Springfield, November 15th and 16th. 

Governor Fifer delivered the address 
of welcome in which he said that very 
much of our prosperity depends on the 
bankers. ‘* There is no great enterprise, 
public or private, that is engaged in 
until bankers are consulted. * * * I 
think we have the best financial system 
in the world, and I think much of the 
credit for it is due to the good sense, 
and the broad, liberal-minded views of 
our bankers.” 

Mayor Lawrence delivered another 
address of welconie, and President Ridg- 
way responded to both. 


DAYS OF GRACE SHOULD BE ABOLISHED, 


Following came the report of the Ex- 
ecutive Council recommending, among 
other things, that days of grace be abol- 


ished. This proposition was regarded 
favorably by all the members, some of 
whom, however, were averse to agitating 
the matter in the legislature, owing to 
the possibility that the attitude of the 
banks might be misunderstood, with the 
result of unfriendly legislation. The 
following resolution was finally adopted: 

‘Resolved, that we endorse the recom- 
mendations of the national association 
for the abolition of the three days of 
grace and that our executive committee 
1s hereby authorized to use its discretion 
as to the advisability of presenting to 
the coming legislature a bill for the 
amendment of the present law.”’ 

At the beginning of the afternoon 
session J. J. P. Odell, President of the 
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Union National Bank, Chicago, read a 
paper on the 


PROFESSION OF BANKING. 


Mr. Odell’s address was an eloquent 
eulogy of banking. He said that the 
list of great professions is not complete. 
To it should be added banking, and to 
banking should be given the preference 
over law, medicine and theology. For 
the banker, would he achieve his highest 
possibilities or fulfil all the require- 
ments of his profession, must occupy 
toward society a relation similar to that 
of the theologian, lawyer, doctor and 
banker combined. After briefly 
lining the history of banking and show- 
ing that it originated with the money 
changers of the East before the Christ- 
ian era, the speaker paints 


out- 


THE IDEAL BANKER 

in the following words: ‘‘He must be 
possessed of a quick conscience and a 
high sense of probity. He must be in- 
telligent, alert and sagacious. He must 
be fully educated, so that his faculties 
are trained to respond instantly to the 
slightest demand. He must be cour- 
ageous, yet cautious; aggressive, yet 
conservative; a wise and discriminating 
judge; calm; self-possessed ; always just 
and with a surpassing knowledge of hu- 
man nature; keeping himself aloof from 
and above the waves of popular passion 
and prejudice; bearing his full share of 
the burdens of citizenship; the leader in 
public affairs, his vision capable of scan- 
ning the entire field of human activities. 
Is it too much to expect from the aver- 
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age man? Perhaps. But with such an 
ideal before us, how much higher will 
be our attainment! With such a con- 
ception of the possibilities that our pro- 
fession may produce, to what a lofty 
height it rises! The ideal may not be 
reached in our time or generation, but 
we may confidently look forward to the 
time when this type will prevail.” 

The opening address on the second 
day was delivered by Hon. E. S. Lacey, 
ex-comptroller of the currency, and 


president of the Bankers’ National Bank, 
His subject was 


Chicago. 


SOME PHASES OF MODERN BANKING. 


In this eminently practical address 
Mr. Lacey calls attention to the gradual 
reduction in the volume of commercial 
paper which, he says, 1s being displaced 
by accommodation paper. This arises 
from the fact that with the changing 
trade conditions there has been a con- 
tinual and rapid progress toward reduc- 
ing all operations, as far as practicable, 
to a cash basis, and curtailing credits, 
where indispensable, to the shortest pos- 
sible time. An adequate supply of gen- 
uine business paper is yearly becoming 
more difficult to obtain. It becomes im- 
portant under these conditions for bank- 
ers to know what precautions can be 
taken to prevent the increased losses 
that the more extended use of accommo- 
dation paper seem to render possible, if 
not probable. 


HOW TO AVOID LOSSES, 


It is apparent that losses would be 
largely averted if the banker could be 
thoroughly and accurately informed as 
to the character aud responsibility of 
his borrowers. This can be accom- 
plished in great degree by the informa- 
tion furnished by the various commer- 
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cial agencies, which, while not always 
accurate or complete, should not be 
overlooked by the prudent banker. In 
addition to this, he should employ every 
proper means to ascertain and system- 
atically record in such manner as to be 
readily accessible, all facts which affect 
the standing of those who are asking or 
likely to ask favors at his hands. A 
bank is not up to the times which does 
not keep a complete bureau of credits. 
But in the end the customer himself 
must be depended upon to make a full 
and complete exhibit of everything af- 
fecting his present responsibility and 
future success. It is unwise to accept 
the account of any man whose truthful- 
ness is not fully established, and pru- 
dence dictates that no person should be 
accepted as a borrower who is not will- 
ing to make in confidence to his banker 
a full statement of his resources and lia- 
bilities, 

Mr. Lacey showed that among nation- 
al banks there occurs a loss of only 
about one two hundredths of 1 per cent, 
on loans and discounts, and also gave 
some instructive statistics as to the col- 
lection of country checks and as to the 
sum saved by the reduction of the pre- 
mium on exchange. 

The concluding paper was read by John 
Farson, of the banking house of Farson, 
Leach & Co. The subject was 


SAVINGS BANKS, 


In our advanced civilization and the 
unprecedented prosperity of the people 
of the United States, said the speaker, 
a potential factor has been the savings 
bank, the institution and development 
of which has enabled the man of mod- 
erate income, by a process of small sav- 
ings, tv accumulate a competency, thus 
identifying his interests with those of 
every other good citizen. After giving 
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Statistics relating to savings banks in 
various states, Mr. Farson recommended 
that a bill be drafted and presented to 
the legislature embodying the following 
features: First, a capital stock of $25,- 
ooo in cities of 10,000 inhabitants and 
under; of $50,000 in cities of popula- 
tion between 10,000 and 50,000; and of 
$100,000 in cities of over 50,000. Sec- 
ond, all earnings in excess of ten per 
cent. to be added to the surplus and to 
belong to the depositors. Nodividends, 


however, should be paid until the sur- 
plus equals ten per cent. of the capital. 
Third. No deposits to be received from 
any one individual in excess of $2,500. 


Fourth. Investments to be made in cer- 
tain municipal loans within the state, 
thus affording a home market for high 
grade securities at alow rate of interest. 
Fifth. Investment in municipal bonds 
outside the state under certain restric- 


tions. Sixth. Investment in mortgages 
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within the state under conservative val- 
uation, thus enabling the man at home 
to borrow money in small amounts at a 
low rate of interest, which is a benefit 
to the community at large. Seventh. 
Banking by way of discounts and com- 
mercial deposits; buying and se!ling 
commercial paper to be strictly prohib- 
ited. Eighth. Deposits of a reasonable 
amount with either national or state 
banks that have been approved by the 
auditor ot public accounts. Ninth. All 
savings banks to be under the supervis- 
1on of the auditor of public accounts of 
the state of Illinois, with periodical ex- 
amination and publication of state- 
ments, 

In the discussion which followed Mr. 
Farson’s paper, Mr. Kelsey Reed, of the 
Dime Savings Bank, Chicago, spoke 
forcibly and at some length of the ad- 
vantages of the mutual system in con- 
ducting savings banks. 


—- DEANE SSL 





SCHOOL OF ACCOUNTS. 


THE NEW YORK SCHOOL OF ACCOUNTS. 


“THE Board of Trustees of the American As- 
sociation of Public Accountants at a meet- 
ing held in the offices of Yalden, Brooks & Don- 
nelly, 11 Pine street, New York, January 17th, 
formally decided to establish a school for ac- 
countants, to be known as ‘‘ The New York 
School of Accounts.” The project has been en- 
tertained by the association for some time, and 
a provisional charter for two years has recently 
been granted by the Regents of the University 
of the State of New York. The school will be 
opened, with a building on West Twenty-third 
street, next fall. 
The Board of Trustees nominated the follow- 
ing gentlemen to constitute the faculty: 


hn L.N. Hunt, Li. D., 

Education—Dean. 

James Yalden—Professor of Public Accounts, Na- 
ional, State and Municipal—Audits and Statistics. 

Louis M. Bergtheil—Professor of Judicial Accounts, 
E es, Trusts, Assignments, &c. 

Rich. F. Stevens—Professor of Transportation Ac- 
counts, Railroad, Steamship, Telegraph, &c. 

John W. Whitehead—Professor of Building Loan, 
Savings and Investment Accounts, 

William M. Brooks—Professor of Insurance Ac- 
counts,, Fire, Life, Marine, &c. 

George H. Church—Professor of Banking Accounts, 
National, State, Foreign and Private, &c. 

Frank Broaker—Professor of Mercantile, Commer- 
ial and Manufacturing Accounts. 

Richard M. Chapman, Louis Yalden and H. R. M, 
ok—Professors of the Theory of Accounts, Double- 
Entry and Fundamental Principles of Beok-keeping. 

John L. N. Hunt, LL. D.—Professor of Law, Busi- 
ess Practice, &c. 


Ex-President of Board of 


nr 


The reasons underlying the formation of an 
institution of this character will be clearly seen 
from the following extract from one of the ad- 
dresses made at the meeting of the association: 

‘* The main object in the establishment of the 
New York School of Accounts is to provide for 
young men special means of training, and cor- 
rect and practical instruction in the knowledge 
and science of modern accountancy and finance, 
in order that, being well informed and free 
from delusions upon these important subjects, 
they may either serve the community skilfully 
as well as faithfully, as public accountants, 
business managers and officers of trust, or re- 


maining in private life, may prudently, econ- 
nomically and successfully manage their own 
affairs; in short, to establish means for impart- 
ing a liberal and practical education in all mat- 
ters pertaining to the intrinsic science of ac- 
counts. The American Association of Public 
Accountants has been led to take this step for 
several reasons: 

First. From a somewhat self-interested mo- 
tive, that is, a desire to protect the profession 
of public accountants and the business commu- 
nity from the incompetent practitioner, who is 
so often employed by the public with poor and 
sometimes disastrous results, thereby bringing 
an honorable profession into disrepute. 

Second. That the general growth of the pro- 
fession is large, especially within the last few 
years, and shows signs that it should be placed 
on an organized basis in the same way asa 
lawyer, doctor, engineer or architect, so that 
when the services of a public accountant are 
employed, there shall be no doubt in the minds 
of his clients that his work is accurate and re- 
sults logical and of permanent and lasting value. 

Third. That at the present time there is not 
in existence, between the common school and 
college, any institution aiming at this particu- 
larly high branch of business education, or any 
place whatever where a young man desiring to 
obtain practical information and education in 
the science of accounts, can go. 

It is true that there exists the so-called busi- 
ness college, but a yOung man’s mental and 
business horizon could not be considerably 
widened by acourse of instruction therein. The 
commercial or business colleges are a constitu- 
ent of our educational system, but however val- 
uable their curriculum, their very nature pre- 
cludes them from giving a high and practicable 
training in this special subject. The business 
college has to do with what may be termed 
‘*means or facilities,” chiefly with manual 
‘‘ facilities,’ writing, reckoning, etc., those 
things that go to make up a good clerk, 
things of value in themselves, things which 
every public accountant and business man 
must have, and yet things which after 
all are only ‘‘means and facilities ;” they do 
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not touch the essence of the subject which 
the College of Accounts proposes to practi- 
cally teach; they bear little or no relation to 
those broader views characteristic of the public 
accountant as distinct from the mere clerk. 
The method of instruction in these institutions 
is theoretical and impracticable, and but dis- 
tantly related to transactions which actually 
occur in the business world, so that far from 
producing even an ordinary man of accounts 
(not using the term expert), a young man is 
certified to the business world as possessing an 
education and qualifications which do not exist. 
It is often found that there is general cause for 
disappointment both on the part of the employer 
and employee, and it often takes a long time to 
eradicate the impression formed by the student 
and convince him practically that his business 
education is of an obsolete character at the 
best, before he can become of any practical use 
to himself or anybody else. 

Fourth, It is not to be supposed that every 
individual graduating from the New York 
School of Accounts will at once be able to 
start in business for himself any more than the 
young lawyer who has just received his degree, 
although there is afar better opening in the 
profession of public accountants to-day than 
there is for the average young lawyer. There 
is plenty of room in the city of New York for 
very many assistants to the practising account- 
ants, one of the principal difficulties at the 
present time being the lack of competent and 
reliable help, Poor material such as the busi- 
ness college graduate, is plentiful, but assist- 
ants of this character are wanting in both 
theory and practice and are worse than useless. 

The project has met with much tavor and 
support from the business world, as shown by 
the testimony of so many prominent men who 
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have had signified their approval. We fee! san- 
guine, therefore, that we should meet with a 
success commensurate with our efforts in the 
improvement of the status of the profession. 
An institution like this with a curriculum based 
upon practical knowledge would be an addition 
to the educational system, comparable in im- 
portance and influence only with the great sys- 
tem of technical schools, which in different 
fields are revolutionizing our American educa- 
tion. It would give usa fine system of training 
for business.” 

There were present at the meeting F. B. 
Thurber, James Yalden, H. R. M, Cook, Thos, 
Bagot, Lucius M. Stanton, George H. Church, 
Louis M. Bergtheil, Richard F. Stevens, R. M 
Chapman and Rufus Beardslee. The principal 
speakers were Louis M. Bergtheil and R. M. 
Chapman. 

The regular annual meeting of the associa- 
tion was held at No, 122 West Twenty-third 
street on the evening of the 17th. The election 
of officers was the principal business transacted. 
Mr. H. R. M. Cook was elected president, Mr, 
R. F. Stevens, vice-president; Mr. Thomas 
Bagot, secretary, and Mr, R. M. ‘Chapman, 
treasurer. A resolution was adopted thanking 
Mr. James Yalden, the retiring president, for 
his efficient and conscientious administration of 
the office. Mr. Cook was also thanked in a 
resolution for his valuable services in securing 
the charter for the School of Accounts and aid- 
ing generally in bringing about its establish- 
ment. 

Among the members in attendance were Jas. 
Yalden, H. R. M. Cook, W. Brooks, Louis M. 
Bergtheil, Thomas Bagot, R. F. Stevens, J, T. 
Anjou, G. W. Donneily, Frank Broaker, R. 
M. Chapman, W. M. Reid, Louis Yalden, Chas 
Gray, M. C. Merrick. 





STATE BANK CURRENCY LAWS. 


THE STATE LAWS GOVERNING BANK CURRENCY 


N view of the drift of public attention towards the problem of a future bank currency,to supplement 
or possibly supersede national bank notes; the presentation of plans for such a currency suited to 
the varied needs and requirements of the people of the United States; and the agitation to repeal the 
existing Io per cent prohibitory tax upon state circulation, it will be useful and interesting to examine 
into the existing machinery for state issues and the general conditions now surrounding them in 
the various states, as disclosed by legislative records. This knowledge is unquestionably a most 
necessary factor in any consideration of the feasibility and advisability of returning to a system 
of state bank currency, 

At common law, the right to issue circulating notes was free to all. In this country, the note- 
issuing function has generally been made the subject of constitutional regulation, It is not pro- 
posed to discuss the question whether congress has power to totally prohibit to the state, and its 
corporations and individuals, or to regulate, the note-issuing function, or the authority of congress 
to impose the ten per cent, tax on state circulation, which has been the only mode of prohibition 
or regulation, yetadopted. The purpose here is simply to set forth the present currency con 
ditions now existing in the various states, which would become important should the ten per cen- 
tax be removed. 


NORTH DAKOTA. 


HE constitution of the state of North 
Dakota was adopted October 1, 
1889. It requires the formation of cor- 
porations by general laws (except muni- 
cipal, charitable, etc. corporations) and 
provides: ‘‘ If a general banking law be 
enacted, it shall provide for the registry 
and countersigning by an officer of the 
state, of all notes or bills designed for 
circulation, and that ample security to 
the full amount thereof shall be depos- 
ited with the state treasurer for the re- 
demption of such notes or bills.”’ 

At the first session of the legislature, 
1889-90, an act to provide for the organ- 
ization and government of state banks 
of deposit was passed; but it made no 
provision for the issue of circulation; 
and there are up to date, no legislative 
provisions whatever upon the subject. 


OHIO. 

The constitution of 1851 requires the 
formation of corporations under general 
laws; and requires that to have effect, 
acts of the general assembly authorizing 
associations with banking powers, must 
be submitted and ratified by popular 


vote at the next general election succeed- 
ing passage. The giving or loaning of 


the state’s credit to persons or corpora- 
tions is prohibited, as 1s oWnership by 


the state in any corporation, 

In 1879, the free banking act which 
empowered banks to issue circulation, 
was amended in this particular, and it 
was enacted that ‘‘no banking company 
either heretofore or hereafter organized 
under this law, shall at any time issue 
or have in circulation, any note, draft, 
bill of exchange, acceptance, certificate 
of deposit or any other evidence of debt, 
which from its character, form or ap- 
pearance, shall be calculated or intended 
to circulate as money. (See Rev. Stat. 
sec. 7647.) 

All unauthorized circulation is pro- 
hibited by legislative provision. 


ORECON. 


The constitution of 1859 provides that 
corporations must be formed under gen 
eral laws, but shall not be created by 
special laws, except for municipal pur- 
poses. 
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Section 1 of Article XI. provides: 

‘‘The legislative assembly shall not 
have the power to establish or incor- 
porate any bank, or banking company, 
or moneyed institution whatever, nor 
shall any bank, company or institution 
exist in the state with the privilege of 
making, issuing or putting into circula- 
tion any bill, check, certificate, promis- 
sory note, or other paper, or the paper 
ot any bank, company or person, to cir- 
culate as money.” 

In State v. Hibernian Savings Bank, 8 
Ore. 396, it is held this provision does 
not inhibit the establishment or incor- 
poration of banks, except only banks of 
circulation, 


PENNSYLVANIA. 


The constitution prohibits the pledg- 
ing or loaning of the state’s credit to 
any person or corporation; also owner- 
ship by the state in any company or 
corporation. 

It declares that ‘‘every banking law 
shall provide for the registry and coun- 
tersigning, by an officer of the state, of 
all notes or bills designed for circulation ; 
and that ample security to the full am- 
ount thereof shall be deposited with the 
auditor-general, for the redemption of 
such notes or bills.” 

The constitution also requires three 
months public notice before the creation 
or organization of corporations with 
banking or discounting privileges; and 
limits charters to twenty years, 

Banks have been incorporated in Penn- 
-sylvania by special charter, and also by 
general law. The general act for the 
incorporation of banks of issue of March 
31, 1860 and May 13, 1861, establishing 
a system of free banking, would appear 
to have been rendered obsolete by the 
passage of the act of May 13, 1876, for 
the incorporation of banking companies, 
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which contains no special provisions for 
the issue of circulation. 

By act of April 26, 1889, a mode is 
provided for renewing and extending 
for twenty years, charters of state 
banks, specially granted, or established 
under general law, by notice, petition 
and grant of letters patent by the gov- 
ernor, and it is provided that no bank, 
whose charter is renewed or extended, 
shall issue its own circulating notes, 
without having them first registered and 
countersigned, and until ample security 
for the full amount shall be deposited 
with the auditor-general for their re- 
demption, according to law. 

We find no specific provisions in the 
Brightly’s Purdon’s digests—containing 
all the general laws remaining in force, 
—for registry and countersigning of 
notes, or designating the character of 
security to be deposited with the auditor. 

All unauthorized circulation is pro- 
hibited. 


NORTH CAROLINA. 


The constitution provides that cor- 
porations may be formed under general 
laws, and shall not be created by special 
act, except for municipal purposes, and 
cases where in the judgment of the 
legislature, the objects cannot be at- 
tained under general laws. 

Banks, however, have been regularly 
established by the legislature under 
special charters, down to the present 
year, whose grant of powers is broad 
enough to include currency issue, were 
there no federal tax in the way. Interest 
on notes refused payment in specie, is 
fixed by a general law at twelve per 
cent, perannum. The issue of circula- 
ting notes by all not expressly author- 
ized, is prohibited. 

A general law for the incorporation 
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of banks of issue has beenintroduced in 
the present legislature, grounded on the 
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idea that congress will repeal the ten per 
cent. tax. 


SUMMARY OF STATE LAWS. 


Showing Existing Situation if Ten Per Cent. Tax were Removed. 


Alabama.—Constitutional requirements are as fol- 
lows: 

§7. No bank shall be established except under a gen- 
eral banking law. 

§8. The general assembly may enact a general bank- 
ing law, which law shall prescribe for the registry and 
countersigning by the governor of the state of all 
paper credit designed to be created as money; and 
ample collateral security, convertible into specie, or 
the redemption of the same in gold or silver, shall be 
required, and sucu collateral security shall be under 
the control of such officer or officers as may be pre- 
scribed by law. 

§. All bills or notes issued as money, shall be, at 
all times, redeemable in gold or silver, and no law 
shall be passed sanctioning directly or indirectly the 
suspension by any bank or banking company, of specie 
payment. 

§10. Holders of bank notes shall be entitled, in case 
of insolvency, to preference of payment over all other 
creditors. 

No general bank law has been enacted under these 
provisions. Legislative prohibition exists upon cir- 
culating notes of all, not chartered as banking asso- 
ciations. 

Arizona Territory.—Banks incorporated under ter- 
ritorial laws are denied by congress the power of 
issuing circulation. 


Arkansas.—Constitution provides: “No act of the 
general assembly shall be passed authorizing the issue 
of bills, notes, or other paper which may circulate as 
money.” 


Calijornia.—Constitution provides: ‘‘No corpora- 
tion, association or individual shall issue or put in 
circulation as money anything but the lawful money 
of the United States.” 


Colorado.—No constitutional prohibition upon state 
bank currency, but existing legislative prohibition. 


Connecticut.—No constitutional provisions. Legis- 
lature controls subject. Unauthorized circulation 
prohibited. Nogeneral bank law. Banks incorpor- 
ated by special charter and banks chartered under 
act of 1852, allowed to issue circulation to 75 per cent 
of capital, secured by pledge of certain public stocks, 
and first lien on assets. 


Delaware.—No constitutional provisions. Legisla- 
ture controls. No general bank law. The Farmers’ 
Bank of the state has currency powers, with the re- 
striction that its total debts shall not exceed double 
paid capital, Circulating notes of individuals and 
partnerships “under one dollar’’ prohibited. 


Florida.—No constitutional provisions. Legislature 
controls. No existing law under which banks author- 
ized to issue currency, and all unauthorized circula- 
tion prohibited. 


GEORGIA.—No constitutional provisions. Legisla- 
ture controls. Unauthorized circulation prohrbited. 
Banks exist, under special charters, with power to 
issue currency (not specially secured) subject to leg- 
islative regulation for redemption in lawful money, 
and prohibition upon issue beyond amount specified 
in their charters. 


IDAHO.—A territory. No state bank currency. 


ILLINOIS.—Constitution regulates bank currency by 
providing the security of government or state stocks, 
requiring registry and countersigning of notes, pro- 
hibiting the legislative sanction of specie payments, 
and requiring that any general bank law, to have 
force, must be ratified by vote of the people after 
passage. Subject to constitutional regulations, the 
legislature has the power to enact a general bank law 
conferring currency powers upon banks. The exist- 
ing bank law, however, expressly withholds ail cur- 
rency powers. 


Jndiana.—Constitutional safeguards around bank 
currency are double liability of stockholders and first 
lien upon assets, together with a requirement that 
notes of free banks shall have “ample collateral se- 
curity convertible into specie,” and must be regis- 
tered, and that legislature shall not sanction specie 
suspension. Subject to these regulations, legislature 
is supreme, and is empowered to establish banks of 
circulation, and also to specially charter a bank and 
branches without the “ample collateral security,” 
required for free banks. No free circulating bank act 
at present in force; and no bank and branches now in 
operation. All unauthorized circulation prohibited. 


Jowa.—No existing law under which banks could 
issue currency, if ten per cent. tax removed. Consti- 
tution permits legislature to incorporate under general 
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law, banks of issue, secured by special pledge with 
state treasurer of national stocks or those of states 
“in good credit,” and also a state bank and branches, 
without such special security. Bank cnrrency to have 
preference in payment, and stockholders’ double lia- 
bility. No bank act or state bank to go in operation 
until subsequently ratified by vote of the people. Ex- 
isting legislative embargo upon foreign bank notes. 


Kansas.—Legislature has power to incorporate 
banks of issue, by general law, subject to certain 
constitutional requirements as to security and other 
matters. Constitution, among other provisions, re- 
quires pledge of bonds of United States, or any state, 
and provides that notes shall be a first lien. General 
banking law now exists, but does not provide for cir- 
culation, Any new law must be ratified by vote of 
people. 


Loutstana.—No constitutional provisions. The old 
free bank act has not been repealed. Under this, U. 
S., La., or N. O. bonds were the basis of security. 
Notes were a first lien, and stockholders liable for any 
deficit. 


Maine.—No constitutional provisions. Existing 
legislation permits circulation to extent of paid capi- 
tal. No special security is required. Specie reserve 
of one-third required for all circulation over 50 per 
cent. of capital, Protested notes carry 24 per cent. 
damages. 


Maryland.—Under general bank law, notes may be 
issued to amount of capital, without special security. 
Six per cent. annual damages only, on non-payment. 
Preference in payment upon insolvency is denied. 
Stockholders liable to amount of stock. Unauthorized 
currency prohibited. 
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Massachusetts.—Under legislative provisions, banks 
may issue currency secured by pledge of public stocks, 
to extent of 25 per cent. above capital; 24 per cent. an- 
nual damages for non-redemption. Notes a first lien. 
Stockholders liable 1n proportion to their stock. Uu- 
authorized circulation prohibited. 


Michigan.—The general bank law now in force pro- 
hibits issue of currency. Legislature has power to 
enact general bank law, subject to certain constitu- 
tional regulations; but law must be first ratified by 
popular vote. 


Minnesota.—Constitution requires registry of bank 
circulation and ample security by pledge of U.S. or 
state stocks; double stockholders’ liability and first 
lien. General law exists under which banks may issue 
irculation equal to amount of stocks deposited. 


Mississtppi—Constitution of 1890 contains no restric 
tions upon banks; but requ?res the formation of cor- 
porations under general laws only. No general bank 
law yetenacted. Banks formerly specially chartered. 


Missourti—Constitution requires formation of cor- 
porations under general laws and ratification by pop- 
ular vote of any law incorporating banks of issue. No 
such law now in existence. 


Nebraska—Constitution requires banks to be formed 
under general laws. Nocurrency powers given banks 
by existing legislative enactments. 

Nevada—Constitution prohibits bank currency. 

New Hampshire—Banks are specially chartered. 
Nothing in constitution, and legislature has full con- 
trol. Existing legislation contains certain restrictions 
and regulations of bankissues. Circulation limited 
to paid-in and unencumbered capital. 





QUERIES AND REPLIES. 


DEPARTMENT OF QUERIES AND REPLIES. 


opus department is carried on for the benefit of all subscribers, who are entitled to submit questions of gen- 
eral interest, and expect prompt and careful consideration thereof, without charge. The names and places 
ef those submitting inquiries are published, unless special request is made to the contrary. 


Surplus and Undivided Profits. 


BuFFALo, N. Y,, January 27, 1893. 
Editor Banking Law Journal: 
Dear Sir:—I write you to settle a disagree- 


ment between myself and a friend. I would 


esteem it a favor if you would answer the fol- 
lowing: 

Ist. Is a resolution by the board of directors 
of a bank, necessary to transfer ‘‘ undivided 
profits ” to ‘‘ surplus” account? 

2nd. Has the board of directors of a bank the 
authority to reduce the ‘‘ surplus,” and if so, 
under what circumstances? 


Would you kindly refer us to the law on the 
subject, and oblige. CASHIER, 


1. Unless by some resolution or by- 
law the board of directors have taken 
unto themselves, or are invested with, 
exclusive control of the matter, the 
transfer of ‘‘undivided profits” to ‘‘sur- 
plus” account would seem to be a mere 
matter of bookkeeping, within the inhe- 
rent power of the cashier, and not re- 
quiring a special resolution of authority 
by the board of directors. Inherently, 
the cashier of a bank has full charge of 
‘its personal property, and the superin- 
tendence of, and power of making en- 
tries in, its books of account.* 

2. The board of directors have power, 
in their discretion, to reduce the surplus 
to any extent they choose, provided, of 
course, no by-law or other restriction 
stands in the way. The national bank 


*Franklin Bank v. Steward, 37 Me. 519; Morse v. 
Mass. Nat. Bank, 1 Holmes C. C, 209; Sturges v, Bank 
of Circleville, 11 Ohio St. 153. 


law (Rev. St. 5119) contains this pro- 
vision: 

‘*The directors of any association 
may, semi-annually, declare a dividend 
of so much of the net profits of the as- 
sociation as they shall judge expedient; 
but each association shall, before the 
declaration of a dividend, carry one- 
tenth part of its net profits of the prece- 
ding half-year to its surplus fund, until 
the same shall amount to twenty per 
centum of its capital stock.” 

This, of course, only applies to national 
banks. The idea is sometimes carried 


further by by-law or resolution of banks, 


both national and state, upon their or- 
ganization; providing that no dividend 
shall be declared until a stated percent- 
age of the earnings shall have been ac- 
cumulated to serve as a surplus fund for 
losses. The following provisions of the 
banking law of New York show what 
cannot be included as surplus or profits, 
in making a dividend: 


§ 26. Interest unpaid, although due or accrued on 
debts owing to the corporation or banker shall not be 
included in the calculation of its profits previous toa 
dividend. The surplus profits from which alone a 
dividend can be made, shall be ascertained by charg- 
ing in the account of profit and loss and deducting 
from the actual profits: 

1. All expenses paid or incurred, both ordinary and 
extraordinary, attending the management of its af- 
fairs and transaction of its business. 

2. The interest paid, or then due and accrued, on 
debts owing by it. 

3. All losses sustained by it. In the computation of 
such losses, all debts owing to it shall be included 
which shall have remained due, without prosecution, 
and upon which no interest shall have been paid for 
more than one year, or on which judgment shall have 
been recovered that shall have remained for more 
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than two years unsatisfied, and on which no interest 
has been paid during that period. 


The following section may be quoted 
in this connection as showing when no 
dividends can be made: 


$27. All losses sustained by any corporation or 


LAW JOURNAL. 


banker subject to this chapter, in excess of its undi- 
vided profits then realized and possessed, shall be 
charged as a reduction of its capital stock, and no 
dividend shall thereafter be made on its shares of 
stock until the deficit of capital so created shall be 
made good, either by the recovery of the moneys 
charged as lost or from the subsequently accruing 
profits of the corporation, 





The Statute of Limitations on Certificates of Deposit and New York Exchange. 


IowA, January 7th, 1893. 
Editor Banking Law Fournal. 


DEAR S1x:—Please give me the law and au- 
thorities, book and page— 

1. How long it takes for a certificate of de- 
posit issued by a national bank, to out-law, after 
due. 


2, Also a draft issued by a national bank on 
its New York correspondent.* 
PRESIDENT. 


The principle has been established in 
Iowa by a number of decisions that 
where a right of action depends upon 
some act of the plaintiff, such as making 
a demand, he cannot, by failing to do 
such act, prevent the statute of limita- 
tions from running. The time when it 
is within his power to make the demand, 
or do the act, is the time when the cause 
of action will be held to accrue, and the 
statute of limitations will begin to run 
from that time.+ 

In Prescott v. Gonser, the court says: 

‘It is certainly not the policy of the 
law to permit a party, against whom the 
statute runs, to defeat its operation by 
neglecting to do an act which devolves 





* Third inquiry deferred to next issue, 


+ Hintrager v. Traut, 69 lowa, 746; Baker v. Johnson 
Co., 33 lowa, 151; Prescott v. Gonser, 34 Id. 175; Ball v. 
Keokuk, 62 lowa, 751; Hintrager v. Hennessy, 46 lowa, 
600. 


upon him, in order to perfect his remedy 
against another. If this were so, a 
party would have it in his own power to 
defeat the purpose of the statute in all 
cases of this character. He could neg- 
lect to claim that to which he is entitled, 
for even fifty years unaffected by the 
statute of limitations, thereby rendering 
it a dead letter. In sucha construction 
of the statute, we cannot concur.” 

These principles have a bearing upon 
the questions asked. 


LIMITATION OF ACTION ON CERTIFICATE 
OF DEPOSIT. 


In Iowa, the statute bars an action 
upon written contracts after ten years. { 
A certificate of deposit is a written con- 
tract. In some states a distinction is 
made between certificates of deposit 
payable on return, and ordinary demand 
notes, respecting the necessity of de- 
mand. It is the law that an action can 
be brought upon a demand note without 
previous demand, and hence the cause 
of action accrues and the statute of lim- 
itations runs fromdate. In somestates, 
demand certificates of deposit are held 
equivalent to demand notes, and gov- 





t Code of 1888, p. 870. 
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erned by the same rules. Michigan and 
Illinois, for example, so hold. In other 
states, as in New York, a distinction is 
made between an ordinary demand note, 
and a demand certificate of deposit. Re- 
specting the latter, demand is held nec- 
essary, before action can be brought. A 
deposit with a bank, differing from an 
ordinary debt, is held not due until de- 
mand made.§ 

In Iowa, the question of a distinction 
with respect to demand, between prom- 
issory notes and demand certificates of 
deposit, is an open one; it has never 
been judicially considered or decided. 

If it is held to be the equivalent of a 
demand note, the statute will run from 
date, and it will be out-lawed in ten 
years. Otherwise, the statute wil] run 
from the time when demand is made, or 
when it should have been made under 
the decisions that failure to make a de- 
mand within a reasonable time, will not 
prevent the statute from running. And 
upon this phase of the question, the na- 
ture of a certificate of deposit will have 
to be considered; whether it is designed 
for immediate payment; or to be held as 
an investment. 


THE STATUTE OF LIMITATIONS ON NEW 
YORK EXCHANGE, 


Does the statute of limitations com- 
mence to run against the drawer of a 
banker’s draft on New York from date, 
or only from such time as it is presented 
and the money demanded? This ques- 
tion will be first considered generally, 
with reference to bankers in all sections; 
then, as to Iowa particularly. 

The authorities respecting checks— 
and they would equally apply to a draft 
by a bank on its New York correspond- 


§ This point is discussed in an article in 7 BANKING 
L. J. 75, entitled “‘ The Statute of Limitations on Time 
Certificates of Deposit in New York.” 
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ent—are to the effect that demand is 
necessary to set the statute running. 
Until demand and refusal of payment, 
there is no breach of the contract upon 
which a right of action would accrue 
against the drawer.§$§ 

And yet it would seem such a rule 
would put it in the power of the holder 
to perpetuate the drawer’s liability in- 
definitely, if he chose to refrain from 
presenting the draft and to take the 
risk of continued solvency of both draw- 
er and drawee. This point was raised 
in 1879 in Brust v. Barrett, in the supreme 
court of New York,|| the only case to our 
knowledge in which the point has ever 
been discussed with particular reference 
to checks. In April, 1865, a check was 
drawn, which was mislaid by the holder, 
and not presented until 1875, ten years 
later. The New York statute barred 
actions in six years. The court held the 
action on the check against the drawer 
was barred. It said: **‘ Bank checks are 
not designed or intended to be outstand- 
ing for years. The holder has it in his 
power to make the liability of the drawer 
absolute at any time. We are not pre- 
pared to hold that, by omitting to make 
the necessary demand, he may suspend 
the statute for an indefinite period.” 
The court thought that where no delay 
was contemplated, the presentment 
should be reasonably prompt, or the 
creditor be subject to the operation of 
the statute, 

A fact shown in the case was that the 
check in question had been drawn with- 
out funds. The court declared this fact 
immaterial. Funds or no funds the 
statute of limitations was a defense. 

When this case was carried to the 


§§ See Merchants’ Bank v. State Bank, 10 Wall. 607; 
Cruger v. Armstrong, 3 Johns. Cas. 5; and cases cited 
in Rand. Com. Paper, § 1598; Morse, Banks, § 402. 


116 Hun, 409. 
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court of appeals of the state, the de- 
cision there to the effect that the statute 
barred the action, was placed solely on 
the ground that there were no funds in 
the bank when the check was drawn. 
The court stated ‘‘the rule is well es- 
tablished that if the drawer has no funds 
in the hands of the drawee, an action 
can be maintained against the former 
without any presentment or notice of 
non-payment.” Hence the check being 
due immediately, and presentment not 
being necessary as a pre-requisite to 
action, the right of action accrued im- 
mediately, and the statute ran from 
date. The case being decided on this 
ground, the court said it was ‘‘ not nec- 
essary to consider the question whether 
the statute of limitations runs against 
the check from the day of its date, with- 
out regard to the want of funds, and 
without any presentment and demand 
of payment.” 
To summarize: 


1, The general rule is that the statute does 
not run against a checkdrawer until demand 
and refusal of payment by the bank; but 

2. Where there are no funds, no demand is 
necessary, and the statute runs from date. 

3. It has been decided by a lower court in 
New York that a check wiil be out-lawed, with- 
out demand, if presentment is withheld for a 
long period; but this view the highest court of 
the state abstained from confirming, and the 
point, so far as New York is concerned, is now 
regulated by a special statutory enactment.* 


The answer for Iowa, is, 
eral rule requires demand, before a right 
of action accrues upon a check against 


The gen- 


the drawer. But, under the decisions 
of the lowa courts first above cited, if 
demand is withheld for an unreasonable 


time, the statute of limitations will nev- 





€ Brush v. Barrett, 82 N. Y. 400. 
* Code, § 410. 


LAW JOURNAL. 


ertheless commence to run from the 
time when the power and duty to make 
demand existed, and out-law the obliga- 
tion after the statutory period, calcu- 
lated from that time. But what is the 
statutory period in Iowa for an action 
against the drawer of a check? Upon 
written contracts, ten years; unwritten, 
five. Is it five orten? There have been 
a number of decisions in Iowa upon the 
question, what are written and what un- 
written, contracts; and in the light of 
these decisions we believe the lowa 
courts would hold an action against a 
checkdrawer upon a dishonored check 
to be based upon an unwritten contract, 
and barred within five years after it ac- 
crued, For instance, in Preston v. Gould,t+ 
an action by an accommodation indor- 
ser who has paid the judgment ona note, 
to compel contribution by another in- 
dorser who is liable as co-surety, is held 
founded upon an unwritten contract, 
and it must be brought within five years 
after the payment is made. Also in 
Brunson v. Ballou, a note was indorsed 
to a party as collateral security, and he 
gave a written receipt for it, so reciting. 
Action was brought against him for the 
balance collected on the collateral in ex- 
cess of the debt for which it was pledged ; 
and it was contended that the action 
was brought upon the written receipt, 
and was not barred for ten years. The 
court held that as the receipt contained 
no promise to account for the proceeds, 
but the obligation so to do arose by im- 
plication of law, the action was founded 
on the implied contract, and was barred 
within five years. 

Equally it would seem the conditional 
obligation of the drawer of a check, to 
pay if the drawee does not, is an obliga- 
tion implied by thelaw, dependent upon 


+ 64 lowa, 44. 
¢ 70 Iowa, 34. 
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‘the existence and proof of facts, of de- 
mand and other necessary steps, outside 
the instrument; and speaking in the 
light of the opinions of the supreme 
court of Iowa in a number of cases we 
have read on the subject, our judgment 
is, the courts of that state would hold 
the right of action against a checkdrawer 
barred after five years. 


Payment of Customers’ Notes. 


First NATIONAL BANK, DELTA, Pa., } 
January 30th, 1893. ) 
Editor Banking Law Journat?: 

Dear S1r:—I have read with much interest 
the article in your issue of January 15thon page 
44, regarding bank’s liability in paying custom- 
ers’ notes, and hope you will publish the result 
of the suit pending. 

The subject of paying customers’ notes with- 
out special orders, is one that often gives us 
anxiety and has occasioned some trouble, but 
fortunately, so tar, no loss, 

I would be glad to have more information on 
the subject, and would be glad if you would in 
your next issue give the status of the matter in 
this state. 

Very Respectfully, 
L. K. Srusns, Cashier, 


The Pennsylvania courts follow the 
New York doctrine that the note of a 
depositor made payable at the bank is 
equivalent toa check, and it becomes 
the duty of the bank to pay it upon pre- 
sentation, if in funds, without special 
instructions. The supreme 
Pennsylvania, in 


court of 
Commercial National 
Bank v. Henninger,* say upon this point: 

‘*An acceptance or promissory note 
thus payable is, if the party is in funds, 
that is, has the amount to his credit, 
equivalent to a check: and it is in effect 
an order or draft on the banker in favor 
of the holder for the amount of the note 





* 105 Pa, St. 496; year 1884—a case where the bank 
was itself the holder of a depositor’s note, and its fail- 
ure to charge it up to his account was held to dis- 
charge an indorser. 
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or acceptance. I do not understand 
this principle to be disputed. f” 

Inferentially, therefore, the Pennsyl- 
vania bank must pay its depositor’s note 
payable thereat, equally as his check, 
and would incur liability for wrongful 
refusal. We shall keep watch of the 
pending New York case referred to in 
our last, involving the question, what 
liability in damages a bank incurs for 
wrongful refusal to pay its depositor'’s 
note. 

The rule that the note of the depositor, 
payable at the bank, is equivalent to his 
check, respecting the bank’s duty of 
payment, we deem to be the one most 
in accord with correct business princi- 
ples. In the great majority of cases the 
depositor, who makes his note payable 
at his bank, intends and expects it to 
be paid when presented there. If in 
any particular case, he does not want it 
paid, he can countermand, equally as in 
the case of a check. Where payment 
is the intention in the large majority of 
cases of depositors’ notes; and won-pay- 
ment the desire, in a few only, business 
interests are best served by a rule re- 
quiring payment in all cases in the ab- 
sence of express instructions to the con- 
trary, rather than one forbidding pay- 
ment without positive instructions, or 
even one making it optional with the 
bank to pay or not as it sees fit. The 
rule of action should conform to the 
general desire, rather than to exception- 
al cases. 


How to Start a Bank. 


Linpsay, Neb., January 16, 1893. 
Editor Banking Law Journal: 
DEAR SiR:—Have you any work on ‘‘ How to 
Start a Bank”’—Incorporate and Establish It? If 
so, what is it? R, 


+ Citing Aetna National Bank v. Fourth Nat. Bank, 
46 N. Y. 88. 
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‘**Pratts’ Digest,” published by A. S. 
Pratt & Sons, Washington, D. C., gives 
full information and forms for the or- 
ganization of national banks. So far as 
State banks are concerned, the Jaws of 
each state must be consulted. If there 
is a banking department, forms for or- 
ganization and other necessary informa- 
tion, will probably be furnished on appli- 
cation. Otherwise, some competent 
lawyer should be consulted, who can ad- 
vise as to the law and prepare the neces- 
sary papers. 


Protest of Decedent’s Check—Time of 
Mailing Notice of Dishonor. 


SECOND NATIONAL BANK, 
CLARION, Pa., January 21, 1893. § 


Editor Banking Law Journal: 


DEAR SiR:—In the JouRNAL of December 15, 
1892,there is a timely article on ‘‘ Revocation of 
Check by Death of Drawer.” 

I desire to ask, through the JouRNAL, whether 
in such case the check should be protested; that 
is, in those states where it is held that a check 
is not an assignment of the fund until paid. I 
also desire to ask, in this connection, whether a 
check coming into the bank on which it is 
drawn at any time during business hours, 
through the mail, must be protested THE SAME 
DAY, or notice given, in order to hold the in- 
dorsers, there being no funds. 

Respectfully, 
J. T. Marrerr, 


1. Protest, or whatever steps are nec- 
essary to preserve the indorser’s liability, 
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should be made or taken, whenever 
payment of a check is refused because of 
the drawer’s death. The death of the 
drawer will not excuse the necessary 
steps upon dishonor.* 

2. A protest must be ‘‘ noted” on the 
very day of dishonor. The earlier cases 
required notice of dishonor to be given 
within a ‘‘ reasonable time.” The limit 
of this reasonable time has been judi- 
cially fixed by the courts in later cases 
as the next day after dishonor; and in 
case of notices by mail, it will be suffi- 
cient, if deposited in the post-office in 
season for the first mail after ordinary 
mercantile business begins on the day 
after dishonor.+ Mailing on the day of 
dishonor is not requisite. It should be 
remembered, however, that it is always 
better to be a little early rather thana 
little late, in matters of this kind. 


TOPICS HELD OVER. 
Communication from Forney, Texas, upon ‘“ In- 
dorsements by Collecting Banks as Guaranties of 
Genuineness,”’ just received as we go to press. 


Inquiry from an anonymous correspondent as to 
validity of chattel mortgages on stock and fixtures. 
This is an interesting question, and reply will be pub- 
lished in next number. We must request all forward- 
ers of inquiries, however, to include their names with 
the communications sent, not necessarily for publica- 
tion if they indicate the contrary, but that we may 
know from whom the question is received, and whether 
or not a regular subscriber, 


* Lane v. Bank, 9 Heisk. 219; Gowan v. Moore, 2s 
Me. 16; Lawrence v. Langley, 14 N. H. 70 


+ See cases cited in Proffatt on Notaries, Second 
Edition, § 148. 
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CORRESPONDENCE. 


The Auditing of Accounts as a Pre- 
liminary to Bank Credits. 


W. SAUNDERS DAVIEs, ll 
PusLic ACCOUNTANT AND AUDITOR, 
New York, January 26, 1893. \ 


Editor Banking Law Journal: 


DEAR SIR:—I have read with much pleasure 
and derived much information from the paper 
on ‘* Bank Credits,” delivered by Mr. James G. 
Cannon before the Bank Clerks’ Association of 
Philadelphia, Pa., which has appeared in the 
last two issues of the BANKING LAW JOURNAL. 
In one paragraph Mr, Cannon says: 

‘‘Another very important point is the regu- 
lar times for balancing books, and how often 
proofs are taken, I can call numerous instances 
of failures directly attributable to this cause. 
One special circumstance comes to my mind 
where the failing firm had not balanced their 
books for four or five years, and never really 
knew where they stood. This question should 
be included among the few asked our most 


high-toned applicants for credit, for this isa sin 
of high estate as well as low, as I know by act- 
ual observation.” 

From my own experience I know that not in- 
frequently firms find themselves unable to meet 
their obligations and are forced into liquidation 
just because they have never balanced their 
books, and consequently never knew how they 
stood until matters were so bad that there was 
no way out of it but an assignment ; whereas, 
had their books been regularly balanced, they 
would have discovered the leak and stopped it, 

It seems to me thatif our banks would point 
out to customers wishing to obtain credits, the 
desirability of having their books audited by 
duly qualified public accountants and insist on 
the placing before them of a duly certified bal- 
ance-sheet with the right of the bank to question 
the auditor regarding same, very much clearer 
and more reliable information would be fur- 
nished and better business methods would re- 
sult. Yours truly, 

W. SaunDERs DAVIEs, 
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CURRENT NEWS AND TOPICS. 


THE AMERICAN BANKERS’ ASSOCIATION. 

The Executive Council of the American Bank- 
ers’ Association met, pursuant to call, on Janu- 
ary 18, 1893, in the directors’ room of the 
American Exchange National Bank, No. 128 
Broadway, New York city. 

Mr. Henry W. Ford, tormerly president of the 
National Bank of the Republic, New York city, 
was unanimously elected secretary of the Amer- 
ican Bankers’ Association, in place of Mr. Wm. 
B. Greene, resigned, At the same meeting, it 
was decided to hold the Nineteenth Annual 
Convention at Chicago, Illinois, on the 6th and 
7th of September next. 

The arrangements and order of proceedings 
will be a matter for future determination. 


*x* * * 


FAILURE OF THE CAPITAL NATIONAL 
BANK OF LINCOLN, NEB. 


A stir has been made in western financial 
circles by the failure of the Capital National 
Bank of Lincoln, which was closed by the na- 
tional bank examiner on January 23d. The 
capital of this institution was $350,000, and its 
deposits amounted to about $525,000, including 
$250,000 on deposit by the state treasurer, The 
cashier, D. C. Outcalt, states that the assets will 
protect the depositors; but doubt is expressed 
as to the correctness of this statement. 

The bank skipped a dividend the last time, 
which was the first occurrence of the kind in its 
history. The last statement showed $340,000 
charged to the account of profit and loss. Some 
time ago the bank examiner required the bank 
to turn a large amountof gas bonds into money, 
and also compelled the assignment of the peni- 
tentiary contract. It is stated that the contract 
was a losing investment, but other information 
is to the effect that it had always been claimed 
to be a good property. 

The Capital National Bank was constructed 
from the ruins of the old Marsh Harvester Bank 
of Lincoln, which retired from business about 
eight years ago. The directors of the broken 
bank are C, W. Mosher, C. E. Yates, H. J. 
Walsh, Henry Guerner and H. O. Phillips. The 
officers are: C. W. Mosher, President; J. Walsh, 
Vice-President; R. C, Outcalt, Cashier. 

On January 27th, the United States grand 
jury at Lincoln returned five indictments 
against President Mosher, charging him with 
embezzlement and false entry; and the bank’s 
president was taken into custody. Mr. Mosher, 
it is reported, made a full statement to the 
grand jury, saying that he was alone to blame 
for the condition of the bank’s affairs. 

A despatch from Lincoln, Neb., dated Janu- 
ary 28th, states that a resolution was introduced 


in the House, and went through with a rush, 
providing for an investigation of the affairs of 
the Capital National Bank by a committee. 


* * * 
VERY TOUCHY. 


Business Man—I have positive proof that Col. Gore 
forged my signature to these checks. 

Friend—If I were you I’d say nothing about it. Col. 
Gore is a dead shot and very touchy about his honor. 


—Puck. 
* * # 


A BANQUET BY BALTIMORE 
CHANTS. 

The Merchants’ and Manufacturers’ Associa- 
tion of Baltimore, paused in the work of the 
year to give a grand material and intellectual 
banquet, on the evening of January 26, to their 
guests and themselves. Secretary Foster and 
Comptroller Hepburn came from Washing- 
ton; Col. McClure and Mr. George W. Childs 
were over from Philadelphia, while there was a 
long line of congressmen and Maryland celeb- 
rities present. Governor Brown and Mayor 
Latrobe, represented the state and city. 

The president of the association, Mr. Daniel 
Miller, presented Secretary Foster, who elabor- 
ated the point, that a sound financial policy is 
the corner-stone of a nation’s greatness. 

Comptroller Hepburn followed Mr. Foster, 
and he told Baltimore’s merchants and manu- 
facturers that the nation that avoids debasing 
its currency possesses integrity, which the 
comptroller held to be a prerequisite to the at- 
tainment of confidence abroad and prosperity 
at home. 


MER- 


* * * 
BANKS MAY STAMP CHECKS. 


Assistant Treasurer Ellis H. Roberts has sent 
a letter to William Sherer, manager of the New 
York clearing-house, stating that the Secretary 
of the Treasury had decided to allow the use of 
stamps in final indorsements on disbursing 
officers’ checks passing through the clearing- 
house. The banks had asked for the privilege 
in order to lessen the amount of labor involved 
in handling the great number of checks on the 
sub-treasury. 

Restrictions on the new rule are: First, that 
the use of the stamp will be confined to disburs- 
ing Officers’ checks presented through the New 
York clearing-house; second, that the final in 
dorsements on treasury drafts and post-office 
warrants and on checks for interest and on gold 
and currency certificates must continue to be 
in writing, as heretofore; third, that before 
stamped indorsements are accepted from any 
bank, its directors must file a resolution author- 
izing their use, 
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CLEARING STATISTICS. 

The following is an interesting table, com- 
piled by Bradstreets, giving the clearing-house 
returns from the principal cities for the week 
ending January Igth, and comparative figures 
of increase or decrease over a year ago. 


Dec 


$ 886,529,298 
110,952,295 
125,514,381 

79,440,236 
27,291,629 
15,541,891 
16,121,079 
16,427,950 
11,623,821 
14,017,428 
8,378,760 
8,903,823 
8,623,907 
7-999,824 
5,976,764 
6,269,891 
7,645,337 
6,978,800 
5,539,262 
5,339,545 
4,552,178 
3,382,700 
6,586,689 
2,427,211 
1,904,172 
2,504,783 
,065,784 
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Des Moines....... 
Grand Rapids.... 
rere 
Syracuse 
Wilmington, Del. . 1,002,614 
954,171 
675,214 
1,217,341 
701,169 


Los Angeles 
Lincoln, 

Wichita 542,871 
Birmingham 578,225 
Lexington, Ky.... 599,097 
New Bedford 723,330 
cee 466, 705 
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Binghampton .... 
Savannah.,........ 


290,500 1.0 
1,514,070 
1,090,168 
1,041,247 

466,705 

423,949 

272,485 

66,993 
7,109,036 


Spokane. 
Saginaw, Mich... . 
Jacksonville 
Great Falls 
Emporia, Kan.... 
Galveston 
$ 1,464.626,329 
578,226.079 


Total U. S. 
Outside New York. 


Dominion of Can- 
ada,— 

Montreal 

Toronto 

OS SSS 

Hamilton 


12,974,010 
7,244,634 
1,126,250 

752,230 


22,907,274 


THE NATIONAL BANK OF _ DEPOSIT 
CHANGES OWNERSHIP. 


The controlling interest in the National Bank 
of Deposit, at Nassau and Liberty streets, has 
passed into the hands of new men, and arrange- 
ments are making to increase the capital of the 
institution, move its offices to larger quarters, 
and generally widen its field of activity. 

The bank has always been conservative, but 
has prospered. It has a capital of $300,000 and 
a surplus of $60,000. President Lewis E, Ran- 
som held the control up to the recent sale. He 
still has a good-sized block of stock and will re- 
main president of the bank. H. B. Moore also 
remains vice-president. 

In the office of cashier a change has been 
made, Hopkins J. Hanford becoming cash- 
ier, and H. L. Gilbert, who formerly held the 
place, becoming his assistant. Mr. Hanford 
represents the new interest, as do John W. 
Welch of New York city, Charles W. Needham 
of Washington, Theodore H. Price of New York 
and Charles E. Stickney of Springfield, Mass., 
who were elected directors. They take the 
places of E. S. Ormsby of Emmettsburg, lowa; 
John H. Gilbert of Gilbertsville, N. Y.; J. W. 
Simons of Constantine, Mich.; and Richard A. 
Anthony of New York city, who is now abroad, 

Mr. Hanford comes from Washington, where 
he held the office of chief clerk to the Comp- 
troller of the Currency. He is an Ohio man, 
At one time he was general agent of the Ameri- 
can Transportation and Refrigerator Company. 
He also held the positions of head clerk in the 
railway service, in the post-office department, 
and superintendent of the registered-letter di- 
vision. 


FIN DE SIECLE FINANCE, 


Kytem—How does my bank account stand this 
morning? 

Bookkeeper—There’s a balance of $13.47. 

Kytem—So much as that! Well; draw me a check 
for $200.—Truth. 
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CERTIFICATION OF A FORGED CHECK 
FOR EIGHTY THOUSAND DOLLARS. 


A remarkable check forgery has recently been per- 
petrated in New York city. George M. Nisbett, an as- 
sistant bookkeeper in the Royal Insurance Company, 
forged the names of three officers to a check on the 
Merchants’ National Bank for $80,000, and had a con- 
federate present it at the bank. Payment was refused, 
but the check was certified by the paying teller. The 
forger’s accomplice, James Sturgis, a youth of but 
seventeen years, then journeyed to Albany, and at- 
tempted to have the check cashed at the Kenmore, 
The unusual amount of the check led to inquiry, de- 
tection and arrest of the young forger and his youthful 
companion. According to the statement of the latter, 
after he failed to negotiate it, the check was torn up, 
which, if true, relieves the bank from an unpleasant 
predicament, i 

The daily papers of January 27 and 28th (World or 
Times) have full accounts of all the details of the 
crime and subsequent occurrences, which are very 
interesting. 

When we reflect that $80,000 is a sum larger than the 
combined capital and surplus of many of the smaller 
banks throughout the country, we conceive the extent 
to which the tunds of the New York institution were 
endangered, The crime was successful to the point 
of obtaining a certified check from a bank for $80,000, 
All that remained for complete success, was successful 
negotiation. Ifthe check had been lodged in older, 
unscrupulous hands, this would not have been a 
difficult matter. The youth of the criminals alone 
was the fortunate fact which enabled the bank to es- 
cape from serious loss, 


A MESSENGER’S CARELESSNESS. 


The Chatham National Bank of Broadway 
and John Street, advertised the loss on January 
25th, of a package of $50 and $100 bills amount- 
ing to $5,000, between the bank building and 
the United States Express office on lower Broad- 
way. 

President George W. Hard, of the bank, said: 

‘*Our messenger was taking the money to the 
express office for shipment to one of our cus- 
tomers, and through his carelessness in not 
carrying it in his big wallet, which is fastened 
to his clothing by a chain, he dropped it out of 
his pocket. 

We hope it has been picked up by some honest 
person, who will receive a liberal reward if he 
or she returns it to us.” 

Up to the time of this writing, the money had 
not been returned. 


BANK NOTES. 


The statement of the First National Bank, Oakland, 
Cal., January 1st., just received, shows the bank in a 
flourishing condition in which to begin the new year, 
and with such progressive men in charge as G. W. 
McNear, President, A. D. Thomson, Vice-President, 
and L. G. Burpee, Cashier, there 1s assurance of a 
large business. They have increased their facilities, 
and solicit new accounts and collections, and our 
readers may be assured that careful and prompt at- 
tention will be given toany business intrusted to them. 


The Shoe & Leather National Bank, now at 271 
Broadway, is about to erect a new building, with a 
frontage of 191 feet, on the southwest corner of Broad- 
way and Chambers street. Plans for the structure, 
which is to cost about $240,000, have already been filed 
pte a the building department by the architect, J. C, 

ady. 
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BUSINESS NOTICES. 


Mr. Charles D. Phelps, expert accountant, informs 
us that his business has increased so much that he has 
been obliged to seek larger quarters. He has secured 
a commodious office in the elegant Central Building, 
143 Liberty Street, Room 341, over the Liberty National 
Bank, where he offers his services for the investigation 
ot disputed accounts, preparing balance sheets, open- 
ing books for firms and corporations, examining and 
auditing accounts, and making upstatements for sub- 
mission to the courts and referees in contested settle- 
ments. Special attention is given to the monthly 
auditing of corporation accounts. 


One of the pleasantest routes to the West is over the 
Baltimore & Ohio Railroad. The natural scenery 
surpasses that of any other road, winding as it does 
through the valleys and over the mountains of the 
Blue Ridge—the Switzerland of America. It now 
operates a complete service of Express trains direct 
from New York to Chicago, St. Louis and Cincinnati. 
Pullman Sleepers are run through from New York to 
the three cities named, without charge or transfer. 

The fastest trains in America run via B. & O. R. R. 
between New York, Philadelphia, Baltimore and 
Wash :ngion, and all the trains are equipped with Pull- 
man Buffet, Parlor and Sleeping cars. 

Great improvements have been made in the roadway 
and equipment of the B. & O. in the last two years, 
and its present train service is equal to any in the 
land. In addition to its attractions in the way of 
superb scenery and historic interest, all B. & O. trains 
between the East and West run via Washington, 


* * 


THE CENTIGRAPH. 


A cut of this instrument is displayed in our 
advertising pages. Whatisit? Itis a fast ad- 
ding machine—a machine which will add col- 
umns of figures from two to four times faster 
than it can be done by the average expert. If 
this is really so—and this fact is vouched for 
in the written testimonials of bank cashiers, 
actuaries and accountants; and is further stated 
to be the only machine known that will really 
add faster than the head—it is worthy the in- 
vestigation of all cashiers, bookkeepers, ac- 
countants, and other experts who have much 
work of this character todo, The sellers of the 
machine—The Centigraph Company, 34 Maiden 
Lane, N. Y.—should be written to for full par- 
ticulars. 

The secret of the Centigraph’s speed lies in 
the fact that there are but five keys, thus ena- 
bling it to be manipulated by one hand, com- 
binations with the thumb and fingers making 
all the figures. The operator does not take his 
eyes from the colnmn until the whole is added. 
As a scale of notes can be played on the piano 
faster than the performer can say them, so a 
column of figures can be played into the Centi- 
graph as fast as they can be read. This will 
give some appreciation of the speed of the Cen- 
tigraph. It positively settles the question of 
addition by mechanical means. Only a week's 
practice will enable inexperienced persons to 
add with ease the Jong column work of a large 
establishment, and to do it better and quicker 
than the old and experienced accountant. The 
drudgery of addition of long columns, trial bal- 
ances, etc., can, with this instrument, be sub- 
mitted to the head bookkeepers’ assistants or 
the typewriters, 





